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BRADLEY SPRING 





aud saver #10,000 a year! 


Use of ADT Automatic Protection Services for keeping our plant 








protects its property 


gets better R E and 
URGLARY protection 





safe from fire and burglary, and for temperature control has 


proven most satisfactory. We estimate that this ty pe of protection 


costs us at least $10,000 a year less than other methods. 


QShusSe 


Vice President 


Nationally recognized for years as a big 
name in the field of toys, games and school 
supplies, Milton Bradley is also an indus- 
trial concern that is well known for its 
efficient operating methods. 

Plant protection, of vital importance 
in assuring maintenance of production 
schedules, has been built around a com- 
bination of ADT Automatic Protection 
Services — Central Station Sprinkler Su- 
pervisory and Waterflow Alarm, Burglar 
Alarm, and Heating Supervision. 

These services provide a complete and 
reliable automatic watch over the prop- 
erty, day and night, releasing manpower 
for production duties. 

Mr. Shea’s endorsement is typical of 
the comments of thousands of progressive 


businessmen who know that ADT Auto- 
matic Protection gives greater security for 
property, profits and employees’ jobs than 
other methods, and at less expense. 


Why not tind out what A DT cam do tor you? 


Whether your premises are old or new. 
sprinklered or unsprinklered,an ADT spe- 
cialist will show you how you can save 
money while getting better protection 
against fire and burglary automatically. 
Call our local sales office or write to our 


Execu tive Office. ay & 
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Editor 


The National Insurance Buyer, official publication of the American Society 
of Insurance Management, Inc., does not assume responsibility for the 
points of view or opinions of its contributors. It does accept responsibility 
for giving them an opportunity to express such views and opinions in its 
columns. 


We Aouor... 


Chicago Chapter of the American Society of Insurance Management, Inc. — 
the host chapter for the Sixth Annual Meeting of ASIM on November 12, 1957. 


Among its members are some of the leading corporate insurance managers 
in the country — representing the many facets of industry and commerce. 
Geographically situated at the cross-roads of America, it is one of the strong- 
est and most progressive of all chapters in ASIM. 





ptlout the cover... 


Michigan Boulevard is one of the most beautiful and famous avenues in America. 
The shops and hotels are luxurious. New office buildings are imposing and 
offer a new skyline for the entire city. Breezes waft from Lake Michigan where 
some of the trimmest craft are moored. Art galleries, museums, theatres and 
cultural centers are located on Michigan Boulevard . . . in sharp contrast to 
the everyday hustle and bustle of a teaming, busy city. 


Michigan Boulevard IS Chicago, a ‘wonderful town.” 
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There is a good reason why many of the country’s leading corpora- 
tions, in all fields of commerce and industry, buy their insurance 
through Johnson & Higgins. The reason is the scope and varicty of 
insurance services we offer—services such as few insurance brokers 
in the world can provide. At J&H, we place at your company’s 
disposal... . 
a 








Experts in every field of inswnce ... to help you find the 
most comprehensive and e »mical coverage in every line, 
* 

A staff of safety and fire protection engineers ... to sug- 

gest the elimination of hazards wherever possible and, in 

so doing, reduce your insurance costs. 

Fully-equipped claims departments ... to assist in the 

adjustment and collection of claims. 

Insurance rate analysts ... to maintain continual super- 

vision of your insurance costs. 

A department of qualified actuaries and consultants... 

to assist in planning, installing and servicing your em- 
. ployee benefit program. 





It costs no more to get the best insurance brokerage service. To learn 

more about how we can help you plan and purchase your business 

insurance, write or phone—a J&H representative will call at your 
convenience. J A 

OHNSON & HIGGINS 

INSURANCE BROKERS—AVERAGE ADJUSTERS 

EMPLOYEE BENEFIT PLAN CONSULTANTS 

63 WALL STREET : NEW YORK 5 

Chicago - San Francisco - Los Angeles - Detroit - Cleveland 

Philadelphia - Pittsburgh - Buffalo - Seattle - Wilmington 

Minneapolis - Atlanta - Vancouver - Winnipeg - Moutreal - Toronto 

Havana London - Rio de Janetro - Sao Paulo Caracas Curitiba 
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A Message 
from the 
President 





These past two years as President of ASIM represent the most enjoyable 
period I have spent in fifteen years of insurance management. Each month 
has brought additional evidence of the increasing appreciate of the im- 
portance and value of the Insurance Manager. As a professional society we 
have not achieved the ultimate product but certainly the faith and effort 
of my predecessors in office is showing fruitfulness. The increased efficiency 
of insurance management being harvested by the corporations has been 


vitally influenced by ASIM’s educational and inspirational efforts. 


Under your new officers both the number and quality of our educational 
sessions will multiply. The study which is being developed from the 
“Insurance Manager Questionnaire” will, I believe, furnish them an ex- 
cellent guide post which new educational projects must follow. I expect to 
continue my interest and efforts to further professionalize the Insurance 


Manager, even though I continue in an unofficial capacity. 


May I thank those fine men who during these past two years have been 
your officers and directors. They are the ones responsible for thé progress 


of insurance management as represented by your Society. 


: Ned hey 


President 


Chicago, Illinois 
November, 1957 
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Principal Offices: 231 S$. LaSalle St., Chicago . 116 John St., New York Exchange Building, Seattle 


Chicago Chapter, 


Organization 


The history of the Chicago Chap- 
ter began with a luncheon group of 
company executives who met for 
the purpose of discussing the mu- 
tual problems of the group in the 
field of insurance management. As 
the benefits of the exchange of ex- 
periences became evident, the orig- 
inal group increased to 32 members 
and formed the Midwest Insurance 
Buyers Inc.,  incor- 


porated May 7, 


Association, 
1945. 


As the membership increased it 
became evident that many advan- 
tages would result from affiliation 
on a national scale. The association 
affiliated with the National Insur- 
ance Buvers Association, Inc. on 
October 15, 1953, and became the 
Chicago Chapter of the American 
Society of Insurance Management, 
Inc. May 17, 1956. At the present 
time membership is approximately 
75. Present officers are: President, 
Casimir Z. Greenley, International 
Minerals and Chemical Corpora- 
tion; Vice President, Richard E. 
Blakley, The Tribune Company; 
Treasurer, Geoffrey J. Burns, Con- 
tinental Illinois Bank and Trust 
Company of Chicago and Secretary, 
Ann Auerbach, Goldbatt Bros. Inc. 


Chicago 
The Indians used the word Chi- 
cago to define something “great” 
or “strong”. Perhaps there was 
something prophetic in their appli- 
cation of the name to this par- 
ticular region. 


The city’s present population is 
in excess of 3,900,000. The popula- 
tion of the metropolitan area is six 
and a third million. 


Chicago is the business capital 
of Mid-America — the principal 
commercial gateway of an eco- 


nomic empire. It commands this 


a 


ASIM 





Officers of Chicago Chapter, ASIM: Seated left to right — Geoffrey J. Burns, Treasurer; Ann Auerbach, 
Secretary; and Casimir Z. Greenley, President. Absent: Richard E. Blakley, Vice President. 


position because of its geographic 
location and the advantages it of- 
fers business. 


The annual industrial production 
rate of Chicago is well over 20 bil- 
lion dollars. It stands first in an 
impressive list of manufactured 
products including steel, machin- 
ery, fabricated metals, communica- 
tion equipment, petroleum and coal 
products, electronic equipment, 
railroad equipment, farm machin- 
ery, housewares, meat products, 
confectionery products, electrical 
appliances and cosmetics. 


Wholesale trade in the Chicago 
area set a new volume record last 
year of 21 billion, 2 hundred mil- 
lion dollars. More than twenty bil- 
lion dollars in sales were made 
within the city itself. 


The Chicago Metropolitan area’s 
retail sales last vear totalled 8 bil- 
lion dollars; in the city of Chicago 
only, sales were 5 billion, 6 hun- 
dred million dollars. 


Four Chicago mail order houses 


account for 93% of the nation’s 


The National Jnsurance Buyer — November 1957 


catalog business. Total sales from 
Chicago’s 183 mail order firms 
amounted to 5.2 billion dollars last 
year. 

Trade fairs and expositions are 
popular in Chicago. More than 
1,150 conventions are held annually 
of which 550 are business and trade 
shows. 


The city’s railroads have no equal 
anywhere. It is the heart of 221,000 
miles of rail arteries that carry the 
life blood of the nation’s produce 
to the farthest corners of the coun- 
try. 

The completion of tremendous 
improvements in the St. Lawrence 
Seaway and throughout the Great 
Lakes, scheduled for the spring of 
of 1959, will permit 90 per cent of 
the world’s ocean-going vessels to 
proceed directly from the Atlantic 
Ocean to the Port of Chicago bring- 
ing international trade from world 
ports to the heart of the United 
States. 


The use of larger ships will in- 
crease enormously Mid-America’s 
(More on page 6) 


uo 








Chicago Chapter 
(From page 5) 


direct export and import opera- 
tions. Midwest steel, grain, coal, oil, 
food and machinery move 
straight to Europe from Chicago. 
Merchandise from foreign ports 
can be shipped directly to Chicago 
for distribution to rich American 
markets. 


will 


Chicago has this base of efficient 
marketing for several reasons. Its 
deep water port is closer to the 
commercial, industrial and agricul- 
tural heart of Mid-America than 
any other deep water port, and 
Mid-American annually accounts 
for 50‘. of the nation’s total ex- 
ports and imports. The city is the 
only inland port which has a direct 
connection between the 
Lakes, the St. Lawrence 


water 
Great 


Seaway and the Mississippi River 
System. Chicago surpasses every 
other Great Lakes port by a wide 
margin in its abiilty to receive as 
well as supply goods for overseas 
trade. And, Chicago is the hub of 
railroad, highway and air trans- 
portation serving directly an area 
of 1,000,000 square miles in which 
60,000,000 persons live. 


Even now by using ships of up 
to 2,000 ton capacity, freight sav- 
ings via the all water route to 
Europe as compared to the rail 
and water route via New York are 
considerable. 


Growth and Recognition 
Growth of our organization in a 
city such as this is assured through 
the active interest shown by many 
members in the American Society 
of Insurance Managers, Inc. Frazier 
S. Wilson, United Air Lines, serves 


as President, while C. Henry Aus- 
tin, Standard Oil Company (Indi- 
ana) and M. C. Peterson, Wisconsin 
Electric Power Co., serve as Di- 
rectors. Mr. Wilson was recently 
elected Vice President, Insurance 
Section of the American Manage- 
ment Association. Five members of 
the Chicago Chapter are members 
of the A.M.A. insurance division 
planning council. Three members 


are on the advisory committee 
for the University of Wisconsin 
Corporate Insurance Workshop 


Program. 

Current plans of the Chicago 
Chapter include a one day seminar 
to be conducted early in February 
for all interesting insurance buyers. 

Our future plan is for growth as 
steady and rapid as that of the 
area in which we are situated. 

Written especially for the Na- 
tional Insurance Buyer by Norman 
Kenney of the American Marietta 
Company — Publicity Chairman, 
Chicago Chapter ASIM. 





BROWN, CROSBY & CO., INC. 


Serving insurance needs of Industry and Individuals for 


Complete Brokerage Service for all types of Insurance. 


Fire 


over fifty years. 


Casualty 


Marine 


Fidelity and Surety Bonds 


Life, Accident and Health 


Pensions and Group Coverages 


96 Wall St., New York City 


Hanover 2-8400 
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© 
Insurance man 
with a 
midget impinger?% 





The unusual is commonplace to a Kemper man. 


The Kemper Safety Engineer (lower left in photo) 
is using a device called a midget impinger to collect 
particles of dust arising during the manufacture of 
stainless steel equipment for the milk industry. These 
dust particles will be examined to determine if they 
constitute a menace to employees. 


This man, and the hundreds of Kemper Safety En- 
€ gineers like him, work constantly to reduce accidents 
for policyholders in factories, stores, and on the high- 
ways. As a result, policyholders have increased con- 
trol over accidents, and thereby gain two important 
benefits: lower operating costs and worthwhile insur- 
ance savings. 


Does your business qualify for Kemper 
Insurance Savings? 


To find out how you may save on your insurance, call 
your broker, a representative of 'a Kemper Company, 
or write to Kemper Insurance, Dept. 101, Chicago 40, 
Illinois, for the name of your nearest representative. 


“<\ Trademark of a new kind of Insurance Man 
«(INSURANCE °) 







This symbol identifies your Kemper Approved Insurance 
* Advisor . . . an experienced, independent, local businessman 


devoted to giving you the right protection . . . at low net cost. 
Lumbermens Mutual American Motorists | American Manufacturers Federal Mutual 
& Casualty Company Insurance Company Mutual Insurance Company Insurance Company 
Chicago 40 Chicago 40 New York 17 Boston 16 


ALL FORMS OF PROPERTY AND CASUALTY INSURANCE AND BONDS 


Divisions of KEMPE x Insurance 





Management's Consideration 


To 


by 
N. D. Holman 


Superintendent of Insurance 


Income Tax 


Natural Gas Pipe Line Company of America 


and 


Texas Illinois Natural Gas Pipe Line Company 


Many aspects of business today 
are influenced by tax considera- 
tions. The risk manager is con- 
cerned with each phase of opera- 
tion of his company and within 
his authority maintains insurance 
coverages on exposures that could 
occur resulting from destruction of 
assets, loss or charges against in- 
come, as well as on the lives and 
catastrophe expenses of company 
employees. 

The tax adviser and risk manager 
should understand each _ other’s 
problems if the interests of stock- 
holders and all concerned are to be 
fully protected. 

Insurance premium expense is 
classified as a business expense and 
as such is deductible in computing 
net taxable income. Insurance pro- 
ceeds received in settlement of 
losses may create unanticipated tax 
problems. These problems can be 
minimized if the risk manager will 
inform himself of certain funda- 
mentals of the income tax law af- 
fecting insurance matters. 


Income Tax Rates for Corporations 


The present normal rate of in- 
come tax on all income is 30%. On 
taxable income over $25,000 an ad- 
ditional surtax of 22‘. is imposed. 
On March 3lst the normal 30% 
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Member — Chicago Chapter, ASIM 





N. D. Holman, Superintendent of Insurance, 
Natural Gas Pipe Line Company of America, 
Texas Illinois Natural Gas Pipe Line Company, 
and associated Companies. Graduate of Colorado 
College. Upon groduation became affiliated with 
companies eventually acquired by Cities Service 
Gas Company as an Evaluation Engineer. Past 
President of the Chicago Tax Group and a mem- 
ber of the Chicago Chapter, American Society 
Insurance Management, Inc. 


rate was to drop to 25‘ but Con- 
gress has taken steps to maintain 
this rate, or a total corporation tax 
rate of 52% until the end of the 
1958 fiscal year, June 30, 1958. In 
1936 before the start of World War 
II the rates were 13.75%. In 1950, 
normal — 23%; surtax — 19%; 
total — 42%. 


Pensions — Profit Sharing Plans 


As tax rates increased it became 
evident that cost of pension and 
employee benefits proportionately 
decreased. Consequently, in recent 
years there has been a rapid in- 
crease in corporate expenditures 
for employee benefits in the form 
of group life insurance, hospitali- 
zation and pension plans. The rapid 
growth of the pension plan move- 
ment created a number of special 
income tax problems for Congress. 
So today management and the in- 
surance buyer of benefit plans give 
equal consideration to the tax con- 
sequence and form to be provided 
for all personnel. 

Negotiations for the purchase or 
revision of a pension plan require 
a basic knowledge of the Internal 
Revenue Code provisions relating 
to qualification and approval by 
the Internal Revenue Service. 


Modern pension planning started 
late in 1942, following enactment 
of special provisions in the 1942 
Revenue Act. Trade unions entered 
the pension field in 1949. Bankers 
Trust Company, New York, esti- 
mates that at the end of 1952 about 
12 million workers were covered 
under some form of _ privately 


(More on page 34) 
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More than just insuring 
against loss — 


insure to keep power alive! 


Power is the life-blood of your plant... the heart and guardian 
of its earning capacity. You know how vital it is to keep it 
coursing constantly through the arteries of your machinery. 

For when power “dies” — like ripples from a pebble dropped 
in water, there are expanding, expensive ramifications: pro- 
duction stops or is curtailed, personnel are idled, profits drop 
... And when the “death” is violent, your lost earning power 
is still further compounded by serious major repair and re- 
placement expenses. 

Hartford Steam Boiler power equipment insurance can pay 
for these losses, but more than that... it can help prevent such 
losses. It can help you keep power alive by expert inspections 
to detect faulty conditions and indicate remedial action before 
it is too late. 

Insure your key power equipment . . . such as boilers, 
turbines. generators, motors ... with HSB, to keep power alive, 
to protect against losses. HSB’s 91-year specialized background 
can provide you with: expert underwriting assistance Before 
the policy is issued: skillful inspections During the life of 
the policy; and prompt, efficient aid and settlement After an 
accident. 

Call in your own insurance agent or broker today, to work 
out a thorough HSB protection plan... to keep power alive! 


THREE-WAY BDA SERVICE 


Before the policy is issued, Hartford Steam Boiler and its 
Special Agents work closely with you and your agent to 
hand-tailor coverage to the specialized needs of your plant. 


During the life of the policy you can obtain expert inspec- 
tions from one or more of the Company’s 600 Field Inspectors, 
backed by regional engineering staffs. 


After an accident, if one occurs in spite of preventive efforts, 


HSB specialists who know your equipment can supply quick, 
capable assistance in rehabilitation and in claim settlement. 


THE HARTFORD STEAM BOILER 


INSPECTION 


AND INSURANCE COMPANY 


Hartford 2, Connecticut 





Remember, INSPECTION is our middle name 








How Factory Mutual Rates Are Established 


Ambrose B. Kelly, General Counsel 
Associated Factory Mutual Fire Insurance Companies 


(Address before the Risk Management Institute, October 1957) 
co-sponsored by the American Society of Insurance 
Management, Inc., and the University of Connecticut) 


Fire insurance rates in the United States, with some 
exceptions, are established by rate making organiza- 
tions organized by and controlled by the stock fire 
insurance companies. Most mutual insurance com- 
panies are subscribers to these rating organizations 
and use their rates. 

The Factory Mutual Companies, however, have de- 
veloped a completely different approach to the rating 
of property insurance and, at a time when the results 
produced by the orthodox bureaus are being ques- 
tioned within and without the insurance industry, 
there may well be more than ordinary interest in 
their methods. 

The Factory Mutual Rating Bureau is the rating 
organization through which the Associated Factory 
Mutual Fire Insurance Companies establish the rating 
schedules and promulgate the forms and endorse- 
ments which they will use in insuring property. The 
Bureau is licensed in almost all of the states in which 
the Factory Mutuals operate and its schedules, forms 
and endorsements are filed with and approved by the 
state insurance departments. In four states, where a 
national bureau cannot operate, filings are made by 
the companies themselves. 

In determining the rate of premium deposit for any 
particular risk, a member company applies the sched- 
ule to the conditions of the risk as shown by the Plan 
and Inspection Report. The base rate is determined 
by the occupancy and the type of construction, while 
penalty charges are imposed for any deficiencies in 
construction or protection and for any unusual hazards 
or exposures. The premium deposit rate so established 
is for our standard property damage coverage against 
loss due to the following hazards: — fire, lightning, 
wind, explosion, sprinkler leakage, riot and civil com- 
motion, civil authority, aircraft and other vehicles and 
smoke damage. Provision is made for establishing 
rates when the policyholder wishes to insure against 
loss due to inability to use business property as a 
result of damage by a hazard specified in the form, 
such as Use or Occupancy or Rental Insurance. Rates 
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are also provided for less common types of insurance, 
such as earthquake, extended explosion and _ legal 
liability. Since there is a direct relationship between 
rate and coverage, the standard forms and endorse- 
ments filed by the Bureau must be used. 


Plan of Organization 
The eight Factory Mutual Companies are the only 
members of the Factory Mutual Rating Bureau. Its 
Board of Directors consists of the presidents of the 
eight member companies. The technical work of con- 
sidering changes and additions is done by the Rates 
and Forms Committee, on which all of the companies 
are represented. The other members are the General 
Counsel, who acts as Chairman, the Manager of the 
Bureau, who acts as Secretary, and the Chief Ad- 

(More on page 18) 





About the Author: 


Ambrose B. Kelly is General Counsel and 
Chairman Associated Factory Mutuals Rates and 
Forms Committee, Associated Factory Mutual 
Fire Insurance Companies. 

He was born in Chicago and educated at Loyola 
Academy, Loyola University (A.B. and J.D. 
degrees). 

He is a member of the Turks Head Club; past 
president, Providence Council of Community 
Services; member of Insurance Section, Council 
member, and past chairman, Committee on Fire 
Insurance Law, American Bar Association; past 
chairman, Fire and Inland Marine Committee, 
International Association of Insurance Counsel; 
for many years he was on staff of American 
Mutual Alliance, Chicago, serving as chairman, 
Joint Stock and Mutual Committee on the Stand- 
ard Automobile Policy. 

During World War II, Mr. Kelly served in the 
United States Navy and was discharged with the 
rank of Lieutenant Commander. 
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PRED. S$, JAMES & CO. 
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TRADITION— _ AGGRESSIVE 
STABILITY LEADERSHIP 


Chicago 
New York 
Philadelphia 
Buffalo 
Pittsburgh 
Minneapolis 
Portland 
Seattle 

Los Angeles 
San Francisco 


London 


...A fully equipped national organization with 
highest quality analysis. marketing. underwrit- 


ing. and hazard control services. 


. Small enough to guarantee direct personal atten- 
tion from the most experienced working execu- 


tives and technicians. 


... You can know the whole team at 


FRED. S. JAMES & CO. 


INSURANCE BROKERS AND consuttants /Siivee 155 


GENERAL OFFICES + CHICAGO + ONE NORTH LASALLE 
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SHOCK? 


by 
W. F. Cushman 
Vice President 
American Foreign 
Insurance Association 


(speech before New York Chapter, 
ASIM Meeting of September 26, 1957) 


12 





About the Author: 


William F. Cushman was 
born in Stonington, Connecti- 
cut, and joined the American 
Foreign Insurance Association 
in 1922 after graduation from 
Colby College. He trained in 
the Underwriting Depart- 
ment, was made Fire Under- 
writer in 1932 and Secretary 
in 1952. In December 1954, Mr. 
Cushman was made Assistant 
General Manager. In January 
1956 he was made Vice Presi- 
dent supervisiing the foreign 
operations of AFIA. 

During his many years with 
AFIA, Mr. Cushman has vis- 
ited nearly all the branch of- 
fices of the Association, many 
of them on a number of occa- 
sions. He has just returned 
from a visit to Colombia and 
Venezuela. 

He is a member of the In- 
surance Society of New York, 
the Lawyers’ Club, past Vice 
President of the Host Club of 
New York of Lions Interna- 
tional, a member of the Board 
of Governors of the Austral- 
ian Trade Association and a 
member of the Westchester 
Hills Golf Club. Mr. Cushman 
frequently serves on the dis- 
cussion panels of the Far East- 
American Council of Com- 
merce and Industry and of the 
National Foreign Insurance. 











I will not attempt to speak in 
technical terms of “forces” or 
“magnitudes” by whatever scale 
measured for the simple reason 
that such scientific considerations 
are beyond my knowledge and 
ability. I will deal in lay language 
of the existence of this hazard, 
some of the perplexing aspects of 
it, the problems it poses for both 
buyers and underwriters, some ap- 
proaches to solutions and chiefly, 
the wisdom of at least considering 
whether you have fulfilled your 
own responsibility insofar as earth- 
quake and your properties are con- 
cerned. 


I will try to treat our discussion 
in three steps. First, the considera- 
tion of the subject of earthquakes 
to get an idea of the general prob- 
lem. Second, how it mav affect 
various properties. Third, what 
steps can you take to meet vour 
specific problem. 

The natural attitude in the past 
for many assureds as well as some 
underwriters has been to consider 
this hazard as a problem only in 
certain recognized = earthquake 
zones. Events of recent vears prove 
location alone may not justify a 
feeling of safety. 

I will not bore vou with statis- 
tics, but the following should serve 
to show that hazard, great or 
small, is pretty universal and can- 
not be disregarded wherever prop- 
erties are located. Records of seri- 
out catastrophes for about 200 vears 
do show they have in the main 
occurred in cetrain belts. One runs 
along the Western coast of the two 
American continents and along the 
so called Continental shelf of the 
Pacific from Northern Japan 
through the Pacific Islands to the 
Philippines including New Zealand. 
Another is in the Mediterranean, 
from Italy through the Middle East 
and on to India and Malaya. Trem- 
ors of varying intensity, however, 
frequently occur outside’ these 
areas and even Great Britain re- 
cently suffered one. 

A few cases in point give an idea 
of what happens when earthquakes 
hit developed areas. In most in- 
stances, although the damage may 
be large the amount insured against 
earthquake was small in compari- 
son. It should be remembered that 
some of the most violent earth- 
quakes occur in isolated, sparsely 
inhabited areas where little com- 
mercial or industrial property is 
located. This keeps the total prop- 

(More on page 20) 
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TACONITE 





FRO 


INSURANCE 
FROM 
INA 


TACHKANICK 


EXTRA VALUE MAKES THE DIFFERENCE 





Tachkanick is the name Indians gave to the forest 
wilderness of Northern Minnesota. Taconite is the 
rock of unusual hardness now being mined in the 
Mesabi Range. There a plant has been built to crush 
the rock to face-powder fineness and separate it mag- 
netically to make pellets for shipping. This process 
places at America’s disposal an almost unlimited future 
supply of iron from ore previously considered too low 


in iron content. 


A $300 million project is nearing completion: a 
160-acre plant to process the ore. comprising rock 
crushers, magnetic separators, pelletizers, miles of 
conveyors, a complete harbor and power plant on 
Lake Superior, a 74-mile railroad, a dam, water 
works, and a community of 1200 homes and shops. 


One important aspect of this impressive develop- 





Taconite project in Northeastern Minnesota, soon to start 
pelletizing iron ore at the rate of 7'2 miilion tons annually 


ment was the purchase of insurance to protect the invest- 
ment and to help safeguard human life. INA wrote 
master policies covering the liability of more than 200 
contractors and subcontractors, and workmen’s compen- 
sation insurance, uniquely fitted to the needs of the 
project. INA safety specialists worked alongside con- 
struction crews summer and winter. With their help 


the accident rate was kept below average. 


INA’s experience and resourcefulness are making 
a contribution to the development of Taconite. Such 
‘extra value’ in insurance can be a force in your busi- 
ness. Ask the INA agent or your own broker about it. 


Insurance Company of North America * Indemnity Insurance Com- 
pany of North America * Philadelphia Fire and Marine Insurance 
Company °¢ Life Insurance Company of North America * Philadelphia 


INSURANCE BY NORTH AMERICA (ia) 





Rating Schedules 


of the 


New York Fire Insurance Rating Organization 


by 
Kenneth O. Smith, General Manager 


(Address before Risk Management Institute. 
co-sponsored by the American Society of Insurance Management, Inc. 
and the University of Connecticut —- October 1957) 


Before plunging into an analysis 
of the Rating Schedules of the New 
York Fire Insurance Rating Organ- 
ization, perhaps you would be in- 
terested to know briefly of the 
history and purpose of the Organi- 
zation. NYFIRO as now constituted 
is the result of a merger of four 
formerly separate independent Rat- 
ing Bureaus in New York State, 
all of which were supported and 
maintained by substantially the 
same Companies. The four Organi- 
zations entering into this consoli- 
dation in 1922 were the Buffalo 
Board of Fire Underwriters, Under- 
writers Association of New York 
State, New York Fire Insurance 
Exchange and The Suburban Fire 
Insurance Exchange. The present 
Organization was formed with the 
four previously existing rating 
areas acting as administrative dis- 
tricts. In 1941, a realignment of 
the Upstate area provided for two 
additional territories. Four Upstate 
Offices are now maintained to serve 
the Buffalo, Rochester, Syracuse 
and Albany Districts and there are 
offices at New York at 85 John 
Street for the New York City and 
Suburban Divisions. 

The New York Fire Insurance 
Rating Organization is maintained 
and supported by Insurance Com- 
panies authorized to transact busi- 
ness of fire insurance in the State 
of New York. It is a voluntary 
Association of 279 insurance com- 
panies; 180 of these companies are 
Members and 99 are Subscribers 
to the services of the Rating Organ- 
ization. The purpose of the Rating 
Organization is fully described in 
Article II of its Constitution as 
follows: 
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About the Author: 


Kenneth O. Smith was born 
at Buffalo, New York, and 
graduated from Syracuse Uni- 
versity. Magna Cum Laude 
with a B.S. degree in Indus- 
trial Engineering. 

He joined the New York 
Fire Insurance Rating Organ- 
ization in 1937 at the Buffalo 
Office and became Assistant 
General Manager of Organi- 
zation in 1953, promoted to 
General Manager in 1956. 

He is a member of the So- 
ciety of Fire Protection Engi- 
neers, served with the United 
States Coast Guard, is mar- 
ried, has two children and 
lives in Pleasantville, New 
York. 











(1) To exercise such rights and 
to perform such services as may 
be pursuant to Article VIII of the 
Insurance Law of the State of New 
York as now or hereafter consti- 
tuted. 

(2) To engage in the formulation 
and promulgation of rates, includ- 
ing the making, adopting and filing 
of rating schedules and _ rating 
plans for the establishment of 
equitable rates for all types and 
classes of insurance written by 
insurers authorized to transact the 
business of fire insurance in the 
State of New York against loss to 
property or other valuable interest 
therein located in the State of 
New York. 


(3) To conduct rating, electrical, 
fire and other loss prevention, and 
fire and other loss protection in- 
spections. 


(4) To acts as agency for Mem- 
bers and Subscribers for the filing 
of rates, rules, schedules and forms 
that may be required by the law 
of the State of New York. 


(5) To check policies and riders, 
and endorsements and_ records 
thereof, as to their conformity with 
filings therefor. 

(6) To adopt reasonable by-laws, 
rules and regulations necessary to 
carry out its purposes, and in gen- 
eral to do any and all things cal- 
culated to reduce fire and other loss 
hazards in the State of New York; 
and for the effectual carrying out 
of such purpose the Rating Organi- 
zation may employ such experts 
and agencies as may seem expedi- 
ent and advisable.” 


Reference was made in that quo- 
tation to the Insurance Law of the 
State of New York. Fire insurance 
rates in New York State and all of 
the other states are subject to regu- 
lation under specific rating laws. 
These laws are administered by 
Insurance Departments or Insur- 
ance Commissions in each state. 
The New York law requires that 
insurance rates shall not be exces- 
sive, inadequate, unfairly discrim- 
inatory, or otherwise unreasonable. 
The law further provides for co- 
operative filing action by Insurance 
Companies through licensed Rating 
Organizations. Important then, are 
Parts 2 and 4 of Article II of the 

(More on page 26) 
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Do your employees brag about 


working at your plant? 





EMPLOVEES ENJOY topping their friends’ bragging about 


their company’s good points... like group insurance, for 


instance. But your people won't rate their group benefits 
very high unless they know exactly what they're getting. 


B. E.U. was developed through research and study by 
Connecticut General to help you explain your group bene- 
fits fully. B. E. U. means Better Employee Understanding 
and when they have it, your employees also worry less. As 
a result, they can concentrate harder and do better work. 





CONNECTICUT GENERAL 


And you both get more from your group benefits program. 


B.E.U. could mean a lot to you and to your people. Ask 
your insurance man about B. E. U., an exclusive service of 
Connecticut General Life Insurance Company, Hartford 15. 


American Bosch Arma Corporation, Smith-Corona Inc and 
Trans World Airlines, Inc. all have individually developed 
plans of Connecticut General group insurance. Take a few 
profitable minutes to find out about B. E. U. 


GROUP INSURANCE 
PENSION PLANS 
HEALTH 

ACCIDENT 

LIFE 





Second Risk Management Institute 


Hailed a Tremendous Success 


The Risk Management Institute, 
co-sponsored by the American So- 
ciety of Insurance Management, 
Inc. and the University of Con- 
necticut (School of Business Ad- 
ministration) was held on the 
campus at Storrs on October Ist 
through the 3rd. ‘ 


The program (published in the 
September issue of the National 
Insurance Buyer) was well plan- 
ned and the speakers selected from 
some of the country’s best talent. 


Preparations for the Institute 
were made months ago, through 
Peter A. Burke, Managing Director 
of ASIM — and Dean Larry Acker- 
man and his assistant, Dave Ivry. 
Every provision was made for the 
education, comfort, and conveni- 
ence of the registrants. 


Certificates for having completed 
the courses at the Risk Manage- 
ment Institute were awarded at 
a dinner meeting to: Darrell S. 
Ames, Eastern States Farmers’ Ex- 
change, Inc., West Springfield, 
Mass.; Paul H. Austin, National- 
U. S. Radiator Corporation, Johns- 
town, Pa.; D. L. Benson, Whitney 
Chain Company, Hartford, Conn.; 
A. E. Borkow, Harnischfeger Cor- 
poration, Milwaukee, Wis.; G. Bu- 
chanan, The Shawinigan Water 
and Power Company, Montreal, 
Canada; Hervey R. Chevrette, Sco- 
ville Manufacturing Company, 
Waterbury, Conn.; <A. Jackson 
Emery, Insurance Buyers Council, 
Baltimore, Maryland; H. G. Everill, 
The Cincinnati Gas & Electric 
Company, Cincinnati, Ohio; Rich- 
ard E. Flagler, Betterley Associates, 
Worcester, Mass.; Stewart B. 
Foulke, Jr., Virginia Electric and 
Power Company, Richmond, Vir- 
ginia; F. L. Fox, The Ohio Oil 
Company, Findlay, Ohio; H. Stan- 
ley Goodwin, McKesson & Robbins, 
Inc., New York, N.. Y.; Gerard O. 
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Griffin, Dravo Corporation, Pitts- 
burgh, Pa.; Fioyd R. Hinman, Na- 
tional Life Insurance Company, 
Montpelier, Vermont; Bernard M. 
Hulcher, Southern States Coopera- 
tive, Inc., Richmond, Virginia; 
William B. Hurd, Simonds Saw & 
Steel Company, Fitchburg, Mass.; 
Max Klarin, Davidson Brothers, 
Inc., Detroit, Michigan; Edward W. 
Lewis, Vick Chemical Company, 
New York, N. Y.; W. W. Low, Wal- 
green Company, Chicago, III; 
James F. McArdle, Joseph E. Sea- 
gram & Sons, Inc., New York, N. Y.; 
George A. Mearns, Sunshine Bis- 
cuits, Inc., Long Island City, N. Y.; 
Ralph R. Moore, Liggett & Myers 
Tobacco Company, New York, 
N. Y.; J. F. Mullen, Refind Syrups 
and Sugars, Inc., Yonkers, N. Y.; 
T. V. Murphy, Maryland Ship- 
building and Drydock Company, 
Baltimore, Maryland; Robert R. 
Neilson, Morgan Construction Com- 
pany, Worcester, Mass.; Niles M. 
Nelson, United Air Lines, Inc., Chi- 
cago, Illinois; Charles J. Ramage, 
Connecticut Light & Power Com- 
pany, Hartford, Conn.; Harold E. 
Roslund, New England Fish Com- 
pany, Seattle, Washington; Ray- 
mond A. Severin, Climax Molyb- 
denum Company, New York, N. Y.; 
Robert J. Smith, The New Britain 
Machine Company, New Britain, 
Conn.; David A. Stuart, The Amer- 
ican Metal Company, Limited, 
New York, N. Y.; Harry A Trent, 
Esso Research and Engineering 
Company, Linden, New Jersey; 
Marie Turro, Great Lakes Carbon 
Corporation, New York, N. Y.; Ed- 
ward M. Walton, Harry T. Camp- 


bell Sons Corporation, Towson, 
Maryland; and H. H. Yates, West 
Penn Power Company, Greens- 


burg, Pa. 


Members of the Faculty: Edward 
F. Feuge, Vice President of John- 
son & Higgins, New York, N. Y; 
Wallace H. Henshaw, Vice Presi- 





Frazier S. Wilson, 
President of ASIM, Is 
Named Insurance Division 


Vice President for AMA 


The American Management 
Association announced Sept. 
20 the election of five new vice 
presidents and eleven new di- 
rectors following board and 
membership meetings. Among 
the new vice presidents chosen 
to head the association’s oper- 
ating divisions for the 1957- 
58 term is: Vice president in 
charge of the insurance divi- 
sion, Frazier S. Wilson, man- 
ager, insurance division, 
United Air Lines, Ine. and 
president of the American So- 
ciety of Insurance Manage- 
ment, Ine. 











dent, Hartford Steam Boiler & In- 
spection Company, Hartford, Con- 
necticut; Ambrose B. Kelly, Gen- 
eral Counsel and Chairman, Asso- 
ciated Factory Mutuals, Provi- 
dence, Rhode Island; Kenneth O. 
Smith, General Manager, New 
York Fire Insurance Rating Organ- 
ization, New York, N. Y.; Lyle G. 
Wimmer, Second Vice President, 
Travelers Insurance Company, 
Hartford, Conn.; and J. Milton 
Wright, Vice President of Recip- 
rocal Managers, Inc., New York, 
N.Y. 


(The speeches of Mr. Kelly and 
Mr. Smith are printed in this issue 
of The National Insurance Buyer 
and we shall endeavor to print 
other speeches as soon as they are 
available in editorial form.) 


At the closing luncheon, H. Stan- 
ley Goodwin, 2nd Vice President 
of ASIM, speaking for all the of- 
ficers and members of ASIM, 
thanked the staff at the University 
of Connecticut and applauded the 
achievements at the Risk Manage- 
ment Institute. He further urged 
all members of the American So- 
ciety of Insurance Management Inc. 
to participate in future Institutes. 


The National Insurance Buyer — November 1957 











MAKERS OF 


Whinlp 





... another leading company served by Atna Casualty 


A fast-growing appliance manufacturer 
like Whirlpool needs an insurance car- 
rier with the facilities, the experience, 
and the initiative to stay abreast of the 
company’s organization changes and 
rapid expansion. 

Knowing that insurance can affect 
virtually every phase of its operations 
— from production and profits to em- 
ployee and public relations — Whirl- 
pool expects an insurance company to 
keep both the business and human sides 


AETNA CASUALTY 


of the picture constantly in view. “tna 
Casualty does this successfully. 

‘Etna Casualty’s underwriting plans 
are designed to reflect — in lower insur- 
ance costs — the results of a truly effec- 
tive accident prevention and loss con- 
trol program. In addition, “tna’s policy 
of prompt, fair, intelligent claim han- 
dling is a positive factor in improving 
employee morale and public goodwill. 

Why not consult your agent or 
broker about “Etna Casualty . . . soon? 


AND SURETY COMPANY 


Affiliated with AATNA LIFE INSURANCE COMPANY ¢ STANDARD FIRE INSURANCE COMPANY 
Hartford 15, Connecticut 


SEE YOUR AATNA CASUALTY AGENT OR YOUR BROKER FOR THE BEST 


Rar a Me sok 





Get more than just a policy . . . 
get the policy with the 


* 7 
PS. iF 


*Personal Servi 
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Factory Mutual Rates 
(From page 10) 


juster. The Bureau has a staff of thirteen, through 
which it carries on the necessary clerical and statis- 
tical work. 

Historical Development 


The present method of establishing rates is the 
result of both evolution and planned development. 
The rates used by the first Factory Mutual Company 
on organization over 100 years ago for fire insurance 
on textile mills were 75% of the rates charged by one 
of the prominent stock companies. For many years 
rates on new risks were determined by comparing 
conditions as determined-by inspections with those 
at other similar risks already insured and rating 
accordingly. As the companies grew other classes of 
business besides textiles were insured, but the rates 
were related back to those on textile risks. 

Up to about 1920 the companies had adopted base 
rates for only two classes of risks — cotton and metal. 
By 1923 the companies jointly developed a schedule 
of basic class rates for ten occupancy classes with 
differentials according to construction There were ten 
major groups of classes. Over the next twenty years 
the original rate sheet was greatly enlarged and by 
1948 we had developed rates for over four hundred 
separate occupancies. 

The first filing of our Rate Schedule was made by 
the Factory Mutual Companies in New York in 1932. 
As we expanded our operations and more states re- 
quired filings, the need for a rating bureau which 
could act for the group was recognized and the Fac- 
tory Mutual Rating Bureau was organized in 1937. 
It took over the task of filing schedules, forms and 
endorsements and is now licensed in forty-four states 
and Puerto Rico. 

The need for complete revision of our Rate Schedule 
was recognized in 1948 and the Rates and Forms Com- 
mittee worked on the job all through 1949. A new 
schedule, which preserved the principles developed 
through the years and adapted them to present con- 
ditions, was approved by the Directors of the Rating 
Bureau in final form on February 10, 1950 and then 
filed with the states. Amendments are, of course, 
being constantly made as new coverages are developed 
and experience indicates that a change in the Rate 
Schedule is warranted. 


Statistical Foundation 


The Factory Mutual Rating Bureau has recognized 
from its inception that the foundation of any rating 
plan is statistical material collected on the same 
classification as is used for rating, covering as long 
a period as possible, and as current as possible. A new 
statistical plan was adopted in 1946, which became 
effective on business written after January 1, 1947, 
through which statistical experience is developed 
which is related to the Rating Schedules filed by the 
Bureau. As soon as the Rating Schedule was revised 
in 1950, the statistical plan was modified accordingly. 
As new rating plans are developed, such as carefully 
worked out credits for various sizes of deductibles, 


18 


the member companies are advised of the statistical 
material which would be required in order to verify 
and adjust the rates so established. 

The Factory Mutual Rating Bureau acts as statistical 
agent for the member companies in all states in which 
they are licensed and in which statistical data is 
required to be filed. In making rate changes the 
national experience, rather than state or regional 
experience, is used. In this way greater credibility is 
secured for occupany and construction classifications. 
Careful study has indicated that the type of risks 
insured by the Factory Mutual Companies, with a 
uniformly high standard of construction, protection 
and management, do not vary in their experience with 
their location. Our position in this regard has been 
explained to and accepted by all the states. 

It cannot be stressed too strongly that the statis- 
tical plan and the Rating Schedule are completely 
dovetailed. The only purpose of statistics, in the Fac- 
tory Mutual plan, is to provide accurate, dependable, 
workable data for rating purposes, and changes in 
the Rating Schedules are immediately reflected in 
the statistical plan. However, we recognize that it is 
physically impossible to collect data on all aspects of 
any Rating Schedule, and it has been necessary for the 
Committees of the Bureau to rely on judgment and an 
engineering evaluation of the hazard with reference 
to some of the factors considered in the rating of 
risks, such as penalties or credits for unusual physical 
conditions which do not occur with sufficient fre- 
quency to give credible statistical data. 

As will be brought out in more detail later, the 
rating procedures of the Factory Mutual Rating 
Bureau require modification of rates by differences 
in expense cost for various occupancies. Here again 
intelligent action can only be taken after the basic 
cost data has been secured. For several years careful 
records have been kept of the allocation of time of 
engineers to individual risks, making it possible to 
establish differences in cost of engineering and loss 
prevention by type of risk. This cost data is developed 
by the Bureau staff each year for the use of the Rates 
and Forms Committee in considering rate revisions. 
Without it the Factory Mutual Rating Formula would 
merely be a mathematical exercise developed by an 
actuary without practical meaning. 


Premium Deposit Plan 


At this point, it will undoubtedly be helpful to 
explain the manner in which the premium deposit 
plan of the Factory Mutuals differs from the rate- 
making operations of other types of insurance com- 
panies. 

The Factory Mutual Companies, as a result of the 
system developed in their many years of experience, 
require each of their policyholders to make a pre- 
mium deposit at the beginning of business relations, 
which premium deposit is several times the antici- 
pated cost of carrying the insurance. At the present 
time, that premium deposit is approximately eight 
times the final net cost to the insured on a one-year 
policy. 

(More on page 28) 
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_Chubb & Son was already six months old 
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The click of the switch that lit the lights in New York on September 4, 1882 was 
far more significant than it appeared at the time. It did more than show electricity 
had become a household servant, it ushered in a mechanical era that was to change 
all concepts of insurance protection. An era in which Chubb & Son, organized just 
six months before, was to play an important part. 

At first the new firm’s interest was largely ships, but its willingness to apply 
fresh thinking to the challenge of the times soon broadened its scope to the point 
that its business today is world wide and includes almost every form of insurance. 

This year, in celebrating its 75th anniversary, Chubb & Son with a continuity 
of management and tradition continues to look ahead and plan ahead to meet the 


challenge of a new era—an era of electronics, supersonic speed and atomic power. 


C H U = B & Ss O N » Underwriters 


90 John Street, New York 38, N.Y. 





Shock 
(From page 12) 


erty destruction down, but adds 
to the frequency factor with the 
unknown always being where and 
when will the shocks occur. 


Merely as an indication and by 
no means being a comprehensive 
list, I cite the following occurrences 
of recent years to show the variety 
of areas and the potential damages 
that earthquake may cause. 


MEXICO 


One of the most recent earth- 
quakes occurred in July 1957 in- 
volving Mexico City and the state 
of Guerrero. The latest reports in- 
dicate that approximately some 70 
persons were killed and property 
damage is estimated to be over 
$10,000,000 in Mexico City alone. 
Anyone who has been in Mexico 
City can realize that this damage 
easily could have been much 
greater. 


GREECE 


Back in April 1955, a severe 
tremor hit the town of Volos and 
its vicinity. Several people were 
killed and the property damage in 
the city was estimated to run about 
$10,000,000. Only recently in March 
of this year there was another 
severe earthquake there, but I have 
had no indication of the extent of 
the damage. Grece, of course, is in 
an earthquake zone and earth- 
quakes as much are not unusual. 
If one were to go back further in 
history many important examples 
could be cited. 


INDIA 


On July 21st, 1956 the Northwest 
Coast of India was hit by a very 
severe earthquake and the town of 
Anjar was devastated. Nearly 120 
people were killed and many were 
missing. It was reported to be the 
worst earthquake in that vicinity 
in many years and rocked the area 
from Bombay to Pakistan. Not so 
many years ago the town of Quetta 
was practically completely de- 
molished. 
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JAMAICA 


On March Ist, 1957 a very bad 
earthquake hit Jamaica. It was re- 
ported to be the heaviest earth- 
quake in that area in some 50 vears. 
Although no overall estimate had 
been given of the damage, we know 
that it was considerable. Aside 
from the properties that were com- 
pletely destroyed many premises 
were partially damaged and had to 
be rebuilt. 


CHILE 


On January 24th, 1939, an earth- 
quake occurred in Chile in the Con- 
cepcion area. The estimated prop- 
erty damage ran between U. S. 
$80,000,000 to U. S. $100,000,000. 
This was perhaps the most exten- 
sive earthquake damage that ever 
occurred in that part of South 
America so far as records show. 
The entire city of Chillan and the 
majority of the older buildings in 
Concepcion were destroyed. Some 
30,000 people were killed. 


Again in Chile, Valpariso was hit 
by an earthquake on June 29th, 
1942 with estimated property dam- 
age of about U. S. $700,000. On May 
6th, 1953 the Concepcion area was 
again hit with estimated damage 
in the vicinity of U. S. $300,000. On 
December 6th, 1953 the Chuquica- 
mata area was hit with an esti- 
mated damage running to about 
U. S. $100,000. Prior to this earth- 
quake in 1953 the Chuquicamata 
area was visited by an earthquake 
in March of 1937, occurring at the 
location known as Tal-Tal with 
estimated property damage of 
about $100,000. Tal-Tal is near the 
Antofagasta area. In July 1936 the 
Antofagasta Chanaral area was hit 
with estimated property damage of 
about $300,000. A great portion of 
this loss was supposed to have fol- 
lowed a heavy sea-quake. 


JAPAN 


We are, of course, all well ac- 
quainted with the fact that a very 
severe earthquake hit the Tokyo- 
Yokohama area of Japan in 1923. 
About 70% of Tokyo and most of 
Yokohama were destroyed, from 


both the shock and the fire which 
followed. The damage was esti- 
mated at approximately $600,000,- 
000, but this needs to be translated 
into money values at today’s levels. 
Since then earthquakes have oc- 
curred time and again in Japan. 


Some of them of considerable 
severity and we must consider it 
as one of the most dangerous earth- 
quake areas in the world. 


NEW ZEALAND 


Many forget that New Zealand 
is subject to earthquakes, but not 
too many years ago the city Napier 
was severely damaged by a heavy 
earthquake and other areas from 
time to time have experienced a 
certain amount of damage as a 
result of severe shocks. It is inter- 
esting to note that the War Damage 
scheme from the last World War 
still remains in force in New Zea- 
land and to the coverage has been 
added that of earthquake for which 
the government War Damage 
scheme assumes responsibility in 
return for the total fee charged for 
the cover. In addition to this a 
number of assureds also carry spe- 
cific earthquake insurance on their 
plants. 


In the United States shocks have 
been recorded, some doing consid- 
erable damage in areas considered 
entirely outside the recognized 
earthquake belts. For example, 
shocks have been noted in Mis- 
souri, South Carolina, New York, 
New Jersey, Connecticut, New 
Hampshire and other equally “safe” 
states. 


Australia is not regarded as 
earthquake prone, and is generally 
considered by assureds and under- 
writers like most areas outside the 
recognized danger zones, yet, on 
March Ist, 1954 a comparatively 
minor shock hit the country around 
the lovely city of Adelaide in South 
Australia. Few, indeed, in the area 
carried earthquake insurance spe- 
cifically, but Home Owners and 
Householders Comprehensive poli- 
cies included the hazard practically 
on a “throw in” basis. Thousands 
of small claims resulted in esti- 
mated damage of over $6,000,000. 


(More on page 24) 
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Protecting your interests half a 
world away! 





Mr. Fred J. Parmentier, 
AFIA Manager for Southern Africa 


| feareaaide your business properties, equipment or goods are located 
abroad, there is an AFIA trained insurance specialist nearby —at 
your service and always ready to help in many ways should you have a loss. 
Meet Mr. Fred J. Parmentier, AFIA manager for Southern Africa. He’s 
been in AFIA’s foreign service for many years. He knows the insurance 
problems of American business in Africa—knows local conditions— knows 
how to fit them together to provide the best in fire, marine, casualty and 
surety protection for your business. 
He’s typical of the more than 600 overseas insurance experts who 
represent AFIA and serve you in 70 countries throughout the world. 


ASK YOUR AGENT OR BROKER TO DISCUSS YOUR FOREIGN 
INSURANCE PROBLEMS WITH AFIA. 
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AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street e New York 38, New York 


CHICAGO OFFICE. .Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 


DARE ASOIPBIOCE. ira: ye oes 400 Vaughn Building, 1712 Commerce Street, Dallas 1, Texas 
LOS. ANGELES ORPICE . 3. .o.e54esa ees 3277 Wilshire Boulevard, Los Angeles 5, California 
SAN FRANCISCO OFFICE. . Russ Building, 235 Montgomery Street, San Francisco 4, California 
WASHINGTON OFFICE... . Woodward Building, 733 15th Street, N.W., Washington 5, D.C. 


An association of 22 American capital stock fire, marine, casualty and 
surety insurance companies providing insurance protection in foreign lands 








New Insurance Manager 





HENRY M. STALEY 


Appointment of Henry M. Staley 
as insurance department manager 
of the A. E. Staley Manufacturing 
Co. was announced today by W. R. 
Boyer, treasurer of the Decatur, 
Ill., corn and soybean processing 
concern. 

Staley succeeds Kenneth K. 
Schroeder, whose appointment to a 
newly-formed operations research 
department was announced re- 
cently. 

Born in Decatur, Staley gradu- 
ated from Northwestern University 
and joined Staley’s management 
training program in 1956 after com- 
pleting work on his master’s degree 
in corporate finance at Northwest- 
ern. He is a member of Sigma Nu 
fraternity. 








ASIM Members Attend 
Workmen’s Compensation 
Rate Hearings 

At Austin, Texas 


At the meeting of Houston 
Area Insurance Buyers Asso- 
ciation, ASIM in September, 
Angus McDonald, casualty ac- 
tuary for the State Board of 
Insurance Commissioners, dis- 
cussed the Commission’s rate- 
making procedures in connec- 
tion with recent changes in 
the Workmen’s Compensation 
Law for Texas. 

On October 22nd, members 
of the Houston Area _ In- 
surance Buvers Association, 
ASIM, and Dallas-Fort Worth 
Chapter, ASIM, went to Aus- 
tin to “make their presence 
felt” at the Workmen’s Com- 
pensation Rate Hearings. 

Members from Houston 
made the trip in private air- 
craft and met with the Dallas- 
Fort Worth members to mark 
their initial venture in the 
“legislative field”. (The Na- 
tional Insurance Buyer will 
report on the outcome of this 
concerted effort of ASIM 
members to be present at state 
legislative hearings which 
affect their corporate insur- 
ance management.) 











Serving Atlanta Since 1912 


Spratlin- Harrington 
& Company 


Insurance and Bonds 





Second Annual Insurance 


Buyers Conference Hears 
Speech by Allan Pither of 
Continental Casualty Company 


In a speech at Rodger Young 
Auditorium, Los Angeles, before 
the Second Annual Insurance Buy- 
ers Conference sponsored by South- 
ern California Chapter of the 
American Society of Insurance 
Management, Inc., Allan Pither, 
Superintendent of Continental Cas- 
ualty Company’s Excess and Sur- 
plus Lines Division said, “The true 
function of the excess market to- 
day should be to provide the really 
high limit capacities to industries 
requiring protection for catastro- 
phic accidents.” 


Chicago Chapter Discusses 
Fidelity Losses 


The Chicago Chapter of the 
American Society of Insurance 
Management Inc. held its fall din- 
ner meeting on Sept. 19, at the 
Chicago Bar Association. 


The program was a round table 
discussion, led by C. M. Rhodes, 
Marshal Field & Co. and Robert B. 
Myers, Fairbanks Morse & Co. The 
discussion was on the subject 
“Fidelity Coverages — How To 
Choose Them .— How To Use 
Them.” 


Charles Gelhaar Speaks to 
Minnesota Chapter on Boiler 


| & Machinery Insurance 


Charles Gelhaar of the Mutual 
Boiler & Machinery Insurance 
Company of Elmhurst, Illinois, 
with home offices in Waltham, 
Massachusetts, addressed the Min- 
nesota Chapter of ASIM at the 
September meeting. 

Mr. Gelhaar discussed Boiler & 
Machinery Insurance — where it 
starts, when it stops, what is cov- 
ered on the standard fire policy 
as compared with the superior 
forms of fire insurance? and spe- 
cial machinery coverages. 
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Strength you can depend upon 


wr your shipments are insured +*« The American Insurance Company 


through the MaRINE OFFICE of *« The Continental Insurance Company 


, Fidelity-Phenix Fire | 
AMERICA, the resources of its lltecasemlittapeaenaatanainiiniaasiaatinianaatied 


, b ‘es listed * Firemen’s Insurance Company 
outstanding member companies liste +o Cee en tenes 


at right stand behind your protection. +« The Hanover Fire Insurance Company 
Could any shipper ask for more? +*« Niagara Fire Insurance Company 


See Your Insurance Agent or Broker 
OFFICE 


Sk? IMWIARINE OFFICE or AMERICA 


Dp 
ocawia® 123 WILLIAM STREET, NEW YORK 38, N. Y. 


— OFFICES — 
New York * CHICAGO * New ORLEANS * SAN FRANCISCO * HOUSTON * TORONTO 
Atlanta ¢ Baltimore * Boston * Cleveland * Dallas * Detroit * Indianapolis * Jacksonville * Los Angeles * Louisville 
New Haven °* Philadelphia * Pittsburgh * Portland * Raleigh * Richmond * St. Louis * Seattle * Stockton * Summit * Syracuse 


91} MAR. 
* voras® 





Shock 
(From page 20) 


This, indeed, is an example of why 
assureds and underwriters need to 
face the question of whether they 
can stand a shock. 


Now, since we are talking on a 
world wide scale we must remem- 
ber that basic policy conditions 
differ and in considering yc ir prob- 
lem bear in mind the customary 
practice of the state or country 
where your property is located. In 
many states here, fire from nearly 
any cause is covered by shock dam- 
age itself is excluded. In most for- 
eign countries neither fire follow- 
ing nor shock damage is covered 
unless by endorsement or separate 
contract and for this an additional 
charge must be made. In a few 
foreign countries a practice in be- 
tween these two positions holds 
true. Where the earthquake hazard 
is excluded the clause is broad, 
definite and specific and the charge 
for the inclusion varies according 
to area from a nominal amount to 
rates higher considerably than the 
fire rate itself. This is understand- 
able when you consider that con- 
flagrations and catastrophic type 
fires are far more possible if an 
earthquake has ruptured gas mains, 
water pipes, electric power lines 
and sprinkler systems, blocked off 
roads preventing fire brigades from 
responding or providing a mul- 
tiplicy of simultaneous outbreaks 
nullifying the efforts of the Fire 
Departments. 


With these factors in mind we 
add the frequency of earthquakes 
and perhaps this may be surprising 
to some as we find experts estimat- 
ing 10,000 to 30,000 earthquakes 
occur each year of which perhaps 
6,000 are really noticeable and 
maybe less than 200 cause serious 
damage. However, all of us dealing 
with underwriting know that oc- 
currence frequency of this type 
carries a warning of a potential 
danger we cannot ignore. 

Another factor to consider in re- 
viewing historical statistics on 
damage done in the past is the 
effect of inflation and to interpret 
such figures correctly they must be 
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translated into terms of present day 
value of money, thus, for example, 
the San Francisco earthquake of 
1906 destroyed some 28,000 build- 
ings and other property to a value 
of U. S. $350,000,000, but according 
to an estimate attributed to the 
Department of Commerce, the cost 
of that disaster in terms of 
present day money value is about 
$1,600,000,000. 


You, as insurance buyers respon- 
sible for the protection of your 
principal’s properties and interests 
and, I, as an underwriter, likewise 
responsible for safeguarding my 
company from the catastrophe po- 
tential in unsound exposure to 
earthquake accumulations, have a 
mutual need to study all phases 
of this problem. 


We must bear in mind that what 
might take hours for a fierce fire 
to destroy can be crumbled to ruins 
in seconds, even less than one min- 
ute. We must remember that with 
your property may also be laid 
waste whole communities. Where 
we can, with reasonable accuracy 
estimate areas of possible, and even 
probable damage from a single fire, 
ne one can hazard the remotest 
guess as to what any earthquake 
might do. Perhaps not a single 
property of all the vast, varied and 
wide spread interests represented 
here today has ever had any dam- 
age from earthquake, yet, in less 
time than it has taken me to pencil 
that sentence old Mother Earth 
with a 20 second shrug could wreak 
devastation as great as the atom 
bomb at Hiroshima. 


* ok * 


Granting this as a serious peril 
in the recognized zones, a possible 
peril anywhere, we must see what 
steps prudence requires that we 
take. Since each case requires spe- 
cialized consideration all we can do 
is generalize. We should, for new 
locations, try to select as safe areas 
as possible, first as free of earth- 
quake as we can, then on as solid 
ground as possible. Properties on 
filled or made ground, on steep 
slopes near rivers, near dams or 
artificial reservoirs increase the 
danger potential. Factors to con- 
sider are types of construction, 
height, area, exposures, bearing in 


mind your particular processes. If 
heavy machinery or tanks are high 
up in the buildings some serious 
earthquake damage is possible. You 
should consult vour Engineering 
Department for advice as to what 
can or should be done in regard 
to these points. 


Remember, machinery is import- 
ant in any earthquake study. Deli- 
cate, precision machinery may be 
thrown seriously out of alignment 
or grievously damaged by even a 
moderate shock. Heavy machinery 
such as in sugar mills, power plants, 
etc. can also suffer seriously by 
being shaken out of alignment. 


Fire following earthquake may 
be your most serious worry. Short 
circuits, flash fires, explosion, static 
electric fires, all are earthquake 
possibilities. Fires following earth- 
quake can be much more wide- 
spread and salvage much less than 
ordinary fires because Fire Bri- 
gades may be unable to respond 
due to the debris in the streets, 
other fires may demand their prior 
attention, water mains may be 
broken, sprinklers may be rendered 
useless. Normal fire breaks may be 
destroyed nullifying completely the 
purpose for which they were con- 
structed. 


Because earthquake is very def- 
initely a catastrophe hazard, be- 
cause normally only recognized 
seriously susceptible properties 
seek the cover, underwriters can 
offer only a limited market capa- 
city. Obviously, underwriters must 
limit their earthquake exposure in 
order to avoid the danger of a 
catastrophe having dire effect on 
the security given their general 
policy holders. Adequate rates and 
reasonable liability for such a 
hazard are important to both the 
insured and the insurer. There are 
many approaches to the insurance 
needs presented by earthquake and 
you, your broker and your under- 
writer can review your particular 
problem to help in this aspect of 
your study. I believe in preventive 
medicine just as firmly as in indem- 
nity and I think you gentlemen 
should concern yourselves just as 
seriously with preventing or miti- 
gating damage as with insurance 

(More on page 41) 
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This insurance expert can 
be in 55 places at once 
22: Serving you 


§ 5 independent insurance brokers, 


affiliated in & cities, offer you professional 


ba 


insurance service all across North America 
at important savings in time, money and 


peace of mind. Your business insurance 
merits every measure of efficiency that 
can be placed behind it. That is why the 


trend among multi-city business firms 
is to multi-citv insurance service! The 
Insurance Service Association member- 
firm in your locale can provide you 
the streamlined economy-—and added 
efficiency—of immediate service in any 
of 55 major North American markets. 
A phone call or letter will bring 

you full details, from an agency 
principal, of the advantages this 
modern insurance concept provides. 


There is an Insurance Service member-firm in your area: 


ALASKA, Anchorage, LaBow, 
Haynes Company, Inc. 


ALABAMA, Birmingham, 
Ford-Myatt & Ebaugh, 
Mobile, Thames & Batre 


ARIZONA, Phoenix, 
Luhrs Insurance Agency 


ARKANSAS, Little Rock, 
Rector, Means and Rowland 


CALIFORNIA, Los Angeles, 
Miller, Kuhrts & Cox, 
San Francisco & Oakland, 
Spencer & Company 


CANADA, Calgary, Mackid 
Agencies, Ltd., Montreal, 
Dupuis, Parizeau, Tremblay, 
Ltd., Toronto, Tomenson, 
Saunders, Smith & Garfat, 
Ltd., Vancouver, Durham & 
Bates Agencies, Ltd., 


Winnipeg, Ryan Agency, 
Limited 


COLORADO, Denver, 
Van Schaack & Company 


CONNECTICUT, Hartford, 
Allen, Russell & Allen 


CUBA, Havana, 
G. F. Kohly, S. A. 


DISTRICT OF COLUMBIA, 
Washington, Victor O. 
Schinnerer & Company, Inc. 


FLORIDA, Jacksonville, 
Donald A. Bolton & Co., 
Miami, Coates & Dorsey, Inc. 


GEORGIA, Atlanta, Dunlap & 
Company, Savannah, Palmer 
& Cay, Inc. 


ILLINOIS, Chicago, Moore, 
Case, Lyman & Hubbard 


INDIANA, Indianapolis, 
Bowen-Mahaffey 


IOWA, Des Moines, 
La Mair-Mulock Company 


KANSAS, Wichita, Dulaney, 
Johnston & Priest, 
Topeka, Speed Warner, Inc. 


KENTUCKY, Louisville, 
Nahm & Turner Insurance 
Agency, Inc. 


LOUISIANA, New Orleans, 
Gillis, Hulse & Colcock, Inc. 


MARYLAND, Baltimore, 
Riggs-Warfield-Roloson, 
Inc. 


MASSACHUSETTS, Boston, 
Boit, Dalton & Church 


MICHIGAN, Detroit, 
General Underwriters, Inc. 


MINNESOTA, Minneapolis, 
Wirt Wilson & Company 


MISSISSIPPI, Jackson, 
Fox-Everett, Inc. 


MISSOURI, Kansas City, 
Speed Warner, Inc. 

St. Louis, W. H. Markham 
& Company 


NEBRASKA, Lincoln, 
Omaha, Weaver-Minier 
Company, Ltd. 


NEW YORK, New York, 
Despard & Company 


NORTH CAROLINA, Charlotte, 
Interstate Insurance, Inc. 


OHIO, Cincinnati, The Earls- 
Blain Company, Cleveland, 
The W. F. Ryan Corporation 


OKLAHOMA, Tulsa, Paul Sisk, 
John Wakefield & Asssciates 


OREGON, Portland, Jewett, 
Barton, Leavy & Kern 


PENNSYLVANIA, 
Philadelphia, Ostheimer- 
Walsh, Inc., Pittsburgh, 
Edwards, George & Co., Inc. 


PUERTO RICO, San Juan, 
Campania Carrion, Inc. 


RHODE ISLAND, Providence, 
Boit, Dalton & Church 


SOUTH CAROLINA, Columbia, 
Boyle-Vaughan Agency 


TENNESSEE, Memphis, 
D. A. Fisher, Inc. 


TEXAS, Dallas, Ellis, Smith 
& Company, 

Houston, Langham, 
Langston & Burnett, San 
Antonio, Lytle W. Gosling 
& Company 


VIRGINIA, Richmond, 
The Davenport Insurance 
Corporation 


WASHINGTON, Seattle, 
LaBow, Haynes Company, 
Inc. 














LUMLEY, DENNANT 
and 
COMPANY, INC. 





Specialists in 
SPECIAL RISKS 


@ “Umbrella” Liability 
Contracts 


@ “All Risks’’ on Real 
and Personal Property 


Fire on Deductible Basis 


Special Coverages for 
Banks 


Contractors Coverages 
(home and foreign jobs) 


Represented at 
LLOYD’S 
and throughout the world 
by 
EDWARD LUMLEY 


& SONS, LTD. 
London, England 


Canada Malaya 
Australia Ceylon 

New Zealand South Africa 
France Singapore 


Business Written 
for 
Brokers and Agents 
ONLY 





60 East 42nd Street 
New York 17, New York 





1605 Court Square Building 
Baltimore 2, Maryland 





37 Lewis Street 
Hartford, Connecticut 








Rating Schedules (Fire) 
(From page 14) 


Constitution to provide that the 
rating Organization act as a filing 
agency for its Companies, to per- 
form services that the Companies 
could not economically conduct 
individually and to thus assist them 
in meeting their obligations under 
the rating laws. 

Thus a fundamental function of 
the Rating Organization is the de- 
velopment and promulgation of fire 
insurance rates for all classes of 
property. The rates are established 
under two broad classifications, 
namely, minimum or class rates, 
and specific rates. Class rates are 
applied to properties which are suf- 
ficiently similar with respect to 
features of construction, occupancy 
and public protection so as to pre- 
clude any wide range of degree of 
hazard between two risks in a given 
class. Private dwellings, gasoline 
filling stations, drive-in theatres, 
and tourist cabins are typical of 
class rated property. Also, class 
rated property being limited as to 
size and value, would make it un- 
economical to survey or inspect 
each risk. The application of class 
rates largely involves the recogni- 
tion of two fundamental tenets of 
underwriting judgment, namely, 
that a masonry wall building con- 
stitutes a lesser fire hazard than a 
frame or wooden walled building 
and that a building located in a 
community with public fire depart- 
ment protection supported by a 
water supply with adequate public 
mains and hydrants is a superior 
underwriting risk to a_ similar 
building situated in the country 
either with no public protection or 
with only a lesser grade of fire de- 
partment protection lacking public 
water supplies. 

Class rates are published in man- 
ual form and the proper rate is 
then selected by the agent on the 
basis of construction and available 
public protection. 

Specific or schedule rates are ap- 
plicable to individual properties 
and are developed by the Rating 
Organization after inspection and 
application of the appropriate rat- 
ing schedule. The term “specific” 
denotes a rate for an individual 


risk and is separately published as 


distinct from class or minimum 
rates. Practically all commercial, 
industrial and institutional prop- 
erty in New York State is subject 
to specific schedule rating. 

The schedules used are designed 
to reflect and recognize through 
charges all features that may in- 
crease the fire risk of the property 
concerned. A base rate in each 
schedule is predicated upon a defi- 
nition of a standard building of 
the occupancy class, such as a mer- 
cantile property, school, church, or 
manufacturing plant. Structural 
features departing from the stand- 
ard, such as combustible walls, 
floors or roofs, lack of floor opening 
protection, excessive height or area, 
presence of concealed spaces; or 
occupancy hazards and unsafe con- 
ditions, such as improperly in- 
stalled heating equipment or ven- 
tilating flues, sub-standard electri- 
cal installations — are among the 
chargeable items reflecting an in- 
crease in the fire risk. The poten- 
tial exposure to fire damage from 
adjacent or nearby properties is 
also measured and graded by a 
charge applied in the schedule. 


The schedules also provide cred- 
its to take into account, features 
which tend to decrease the fire 
risk. Some of these are superior 
structural conditions, available fire 
extinguishing appliances, watch- 
man service, automatic fire alarm 
devices. The key rate for the com- 
munity is also an important part 
of the uniform schedules applied 
in New York State outside of the 
City of Greater New York. The 
community key rate is derived 
through the application of the 
“Standard Schedule for grading 
cities and towns of the United 
States with reference to their fire 
defenses and physical conditions.” 
This schedule, which was developed 
by the National Board of Fire Un- 
derwriters, does not produce insur- 
ance rates but does produce rela- 
tive gradings of fire department, 
water supply, building codes and 
other factors affecting the fire de- 
fenses of a community. The total 
number of deficiency points of the 
community is translated into the 
community key rate. Assembly of 


(More on page 31) 
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You dont have to learn 
everything the hard way! 





Every insurance buyer picks up a lot of knowledge the 
hard way. We think our EDUCATIONAL KITS provide 
an easier way. Designed primarily as text books for 

use in home-study courses for our agents and brokers, 
these comprehensive KITS cover: 


ACCIDENT & HEALTH 
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Additional KITS 
are in preparation, 
and the entire series is 
designed to provide a 
compact working library 
on the principal forms 
of property and 
casualty coverage. 

We believe that these 
KITS can add to your 
insurance knowledge 
and can help you to 
catalogue information 
already acquired. 

The coupon below 

will bring you any or 

all of them—without 
obligation —and 


without follow-up. 


FIREMAN’'S FUND INSURANCE COMPANY 
San Francisco 20, California 


| would like to receive, without obligation, 
your educational KITS on: 
[] Accident & Health 


Fidelity & Surety 
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HOME FIRE & MARINE INSURANCE COMPANY 
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Factory Mutual Rates 
(From page 18) 


The same rate of premium deposit is charged regard- 
less of the term for which the insurance is written — 
that is, the same deposit is required for a policy writ- 
ten for one month as for a policy written for three 
vears or even five years. 

Each month the directors establish by vote the 
percentage of return (commensurate with the term 
that insurance has been in force) to be applied against 
the premium deposits of policies expiring or ter- 
minated that month. The returns of premium deposit 
thus determined are based upon the factor of outgo., 
consisting of losses and expenses, with due allowance 
for conflagration and other reserves, and the factor 
of income, consisting principally of earnings on invest- 
ments and any other income. The unabsorbed balance 
of the original premium deposit is returned to the 
policyholder in cash or is available as a credit against 
the premium deposit required for renewed insurance. 
The true cost of insurance to the policyholder is, 
therefore, the amount retained, or — in other words 
— used out of the premium deposit. 

The standard policy of the Factory Mutual Com- 
panies for either Fire Insurance or Use and Occupancy 
Insurance includes extended coverages along with 
insurance against the hazards of fire and lightning. 
No separate premium deposit is charged for these 
extended coverages. In fact, the Factory Mutual Com- 
panies know that the rate of premium deposit charged 
is sufficient to more than cover the cost of all the 
liability assumed under the policy, but they have 
no way of determining in advance how much of the 
premium deposit will be needed to pay losses from 
fire, sprinkler leakage, lightning, windstorm, explo- 
sion, or other insured perils. 

The average rate of premium deposit on all business 
carried at this time by Factory Mutual Companies is 
approximately 44¢ for each $100 of insurance. Based 


on present returns, this indicates a net cost (the true 
premium) to the insured of approximately 5!ee per 
$100 for one year. 

It is the constant aim of the Factory Mutual Com- 
panies to make each class of risk pay its own way, 
and constant review is made of detailed loss and 
expense statistics for this purpose. This is the duty of 
the Rates and Forms Committee, which recommends 
appropriate changes in the rates for occupancy classi- 
fications to the Board of Directors. The time-lag in 
all statistical data means that this fall the Committee 
is working on the experience for the 7-year period 
1949-1956, inclusive. The 1957 data, already known in 
general outline, will not be usable until late in 1958. 
The premium deposit plan makes possible immediate 
adjustments to meet a general trend — whether it 
be favorable or unfavorable. For example, in 1955 
the Factory Mutual Companies experienced an un- 
precedented run of heavy losses in many classifica- 
tions. The Directors meet the situation at once by a 
drop in returns of unabsorbed premium which applies 
to all policyholders, leaving the adjustment within 
classifications to come later. 


The Factory Mutual Rate Formula 


At the same time that the Factory Mutual Rating 
Bureau was working on the revised Rate Schedule 
which was adopted in 1950, the Directors requested 
that a study be made of the standard Rate Formula, 
giving attention to the need for catastrophe loading, 
the number of years for which experience is required 
and the credibility of experience by volume of busi- 
ness in each class. After two years’ work on the prob- 
lem, the Rates and Forms Committee, in 1951, re- 
quested and was given authority for a study to deter- 
mine the expense of handling risks by occupancy 
classification. At the end of an additional year of 
study the Factory Mutual Rate Formula, which is still 
in use, was recommended to the Directors and was 
approved by them in June, 1952. 

(More on page 30) 
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Suddenly our Valuable Papers Insurance 


meant *50,000 to us! 


Not long ago a cloudburst sent a 
nearby river on a rampage. Water 
poured into our building. Correspond- 
ence, books, manuals, engineering 
drawings, reports and other essential 
records—more than 250,000 items— 
were soaked and muddied up. 


(Based on Company File =NY112B3552) 


Our staff pitched in, washing, drying, 
copying, retyping and restoring what- 
ever could be salvaged. 

It was a big job. Took 9,000 work 
hours, a lot of them on overtime. 
Labor, supplies and outside services 
cost more than $53,000. 


Without the protection of Valuable 
Papers Insurance, we'd have been out 
of pocket that much. Thanks to the 
foresight of our Hartford Agent, 
however, the Hartford Accident and 
Indemnity Company paid us $50,000 
—the limit of our policy. 


Suppose for a minute that your company’s “valuable papers” 
were lost... damaged . . . destroyed. The cost of restoring or 
replacing them might very well be staggering. 

Looked at that way, the wisdom of adding Valuable Papers 
coverage to your company’s basic insurance program becomes 
apparent. Here’s a dependable buffer against disasters such as 
storm and water damage ... fire... explosion . . . riot. Even 
theft ... vandalism and plain “disappearance.” 

At moderate cost, Valuable Papers Insurance wards off the 
catastrophic financial blow that an extensive records loss 
might involve. 


Year in and year out you'll do well with the 


HARTFORD 


Fire Insurance Company 


GROUP 


Hartford Fire Insurance Company 

Hartford Accident and Indemnity Company 
Hartford Live Stock Insurance Company 
Citizens Insurance Company of New Jersey, Hartford 15, Connecticut 
New York Underwriters Insurance Company, New York 38, New York 
Northwestern Fire and Marine Insurance Company 

Twin City Fire Insurance Company, Minneapolis 2, Minnesota 








Factory Mutual Rates 
(From page 28) 


The Factory Mutual Companies, in common with 
all other property insurers, must base rates for a 
particular occupancy class on the losses and expenses 
which are properly chargeable to risks in that class. 
It was concluded that in both the loss and expense 
field there are substantial expenditures which should 
be spread evenly over all business written by the 
Factory Mutual Companies, while there are other ex- 
penditures which can be allocated to a specific occu- 
pancy class on the basis of the statistical data available 
to the Bureau. The new Factory Mutual Rate Formula 
represents the most detailed attempt yet made in the 
fire insurance field to take into account the various 
loss and expense factors which affect rates. Expressed 
in algebraic form the basic formula is as follows: 

=y(l+m)+e4 f 
a—z 





Where 

X — Required Premium Deposit Rate in Cents per 
$100 of Insurance. 

a — Conversion Factor. A factor to convert losses, 
expenses and contributions to reserves to pre- 
mium deposits necessary for adequate underwrit- 
ing capacity. 

e — Uniform Expense Loading Based on Amounts of 
Insurance. The amount of expenses, other than 
those based on premiums, in cents per $100 of 
insurance uniformly chargeable to all classes. 

f — Variable Expense Loading Based on Amounts of 
Insurance. The amount of expenses in cents per 
$100 of insurance chargeable to classes on a 
variable basis. 

1 — Uniform Loss Loading. The anticipated number 
of cents per $100 of insurance required to meet 
the total of all wind, earthquake and other non- 
occupational losses which exceed $50,000 each 
occurrence and the total of all other losses which 
exceed $500,000 each occurrence for the amount 
above $500,000. 


m— Class Losses. The anticipated number of cents 
per $100 of insurance required to meet class 
losses is determined as follows: 


(1) Losses of not over $50,000 each occurrence 
are charged to the specific class sustaining 
the loss. 

(2) Losses (other than wind, earthquake and 
other non-occupational losses) over $50,000 
but not over $200,000 each occurrence to be 
charged as follows: 

a) $50,000 of each loss shall be charged to 
the specific class sustaining the loss. 

b) The remainder of each loss shall be 
charged to the major class within which 
it occurs and be spread proportionately 
over all occupancy classes making up the 
major class (including the specific class 
sustaining the loss) on the basis of dol- 
lars of insurance in force. 

(3) Losses (other than wind, earthquake and 
other non-occupational losses) over $200,000 
but not over $500,000 each occurrence are to 
be charged as follows: 

a) 257 of each loss shall be charged to the 
specific class sustaining the loss. 

b) 75‘. of each loss shall be charged to the 
major class within which it occurs and be 
spread proportionately over all occupancy 
classes making up the major class (in- 
cluding the specific class sustaining the 
loss) on the basis of dollars of insurance 


in force. 

y — Loss Adjustment Expense Factor. The antici- 
pated cost of adjusting losses expressed as a 
percentage. 

z — Uniform Expense, Reserve and Catastrophe In- 


surance Cost Factor Based on Premiums. The 
anticipated percentage of the premium deposits 
required for catastrophe reinsurance, contribu- 
tions to reserves and certain other expenses 
chargeable to premiums. 


(More on page 43) 





Many large corporations utilize our services for broad survey and review of their entire insurance 


program. 


However, we were recently employed to analyze a difficult business interruption problem and _indi- 


cate the forms of insurance required therefor. 


CORPORATE 


ADVISORS, 


INC. 


Insurance Consultants 
ERNEST L. CLARK, President 


Compensation on Fee Basis Only 


15 William Street 
New York 5. N. Y. 
Tel.: Whitehall 3-0697. 0698 


New Jersey address: 
Box 87 


Summit, New Jersey 
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Rating Schedules (Fire) 
(From page 26) 


the base rate plus various charges 
including the key rate for the com- 
munity and the credits applicable 
to a specific property produces the 
specific or schedule rate for that 
property. 


* 


Although there are different 
types of schedules in use in the 
various Rating Bureaus in the 
United States, all take into account 
the fundamentals of construction, 
occupancy, exposure and_ give 
credit of private and public pro- 
tection. In some sections of the 
country a single schedule is used 
for the rating of all classes of risks. 
This is the Dean Analytic schedule 
which has been adopted in many 
Rating Bureaus. In New York 
State, there are a number of sched- 
ules, each designed for a particular 
type of occupancy. There are ap- 
proximately 35 rating schedules in 
use in New York State outside of 
the City of Greater New York. 
Many of these schedules are de- 
signed for rating risks of certain 
specialized hazards such as petro- 
leum properties, gas plants, electric 
generating stations, lumber yards. 
Special rating analysis is provided 
in each schedule for features of 
construction and occupancy char- 
acteristic of these risks but having 
very little general application. 
Some of our schedules have been 
derived from the Analytic System. 
Others, such as the Schedule for 
Rating Petroleum Properties have 
been developed through country- 
wide study of the particular class 
of risk by insurance company rep- 
resentatives working in close co- 
operation with expert technicians 
of the industry involved. 


At this point it is important to 
explain that the rates developed 
either as class rates or as specific 
or schedule rates are not neces- 
sarily the final rates to be charged 
when insurance policies are writ- 
ten. The insurance laws of various 
states require the maintenance 
and development of annual statis- 
tical reports showing separate in- 


(More o npage 32) 






PRODUCTION 







TITLE 


MATERIALS i 
PASSES — 






Insurance 
protection 
is most important 


here salle 


ACCOUNTS 

















RECEIVABLE 


With profit added and goods shipped, 
title passes, and working capital 
is exposed to great risk 


When a shipment is made—title passes—and you create an account 
receivable. You are more certain of the end result—PROFIT—when 
you protect accounts receivable with Credit Insurance. That’s why an 
increasing number of executives have decided that NO cycle of protec- 
tion is complete unless capital invested in accounts receivable is insured 
by ACI. To learn more about Credit Insurance, call our office in your 
city, or write AMERICAN CREDIT INDEMNITY COMPANY of New York, 
Dept. 33, 300 St. Paul Place, Baltimore 2, Maryland. 


Liquidity of capital is the 
prime responsibility of management. 
Protect your working capital 


invested in accounts receivable 


with ‘ . 
American 
Credit 
insurance 
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Rating Schedules (Fire) 
(From page 31) 


formation for premiums and losses, 
tabulated into 115 occupancy 
classes, and further sub-divided as 
to the type of construction and 
protection. Expense Experience 
must also be recorded and reported 
by Insurance Companies and for 
review purposes. Expense experi- 
ence is usually considered on a 
countrywide basis except for those 
Expense items which are applic- 
able to a single state. 


Periodic review of the Loss Ratio, 
separately for each occupancy class, 
may indicate the need for some 
increase or reduction of rate levels 
within certain classes. The results 
of the last review of the Experi- 
ence in New York State was an- 
nounced on May 15th of this year 
when rates for many occupancy 
classes were adjusted, some up- 
ward and some downward. The 
effect of all Experience Adjust- 
ments are applied to the final class 


or specific rate and these become 
the rates used when the insurance 
policy is written. 


It is thus apparent that fire losses 
throughout a single industry can 
and do have an effect on individual 
risks of that industry. Thus, fire 
prevention campaigns, effectively 
presented. by industry Manage- 
ment, can result in the reduction 
of insurance costs. Countrywide 
fire losses for the first seven months 
of 1957 totalled $627,969,000, an in- 
crease of 7.1‘« over the first seven 
months of 1956, or 18‘. over the 
same period of 1955. A study of in- 
curred losses in New York City 
reported to the New York Board 
of Fire Underwriters shows that 
losses in 1956 rose 14.5‘. over 1955 
and in 1957 the first seven months 
losses were running 32‘. over the 
first seven months of 1956. 


The week of October 6th was 
designated by the President of the 
United States of America as Fire 
Prevention Week. Mr. Eisenhower 
called upon the people to promote 


programs for the prevention and 
control of fire and noted that the 
increase in fire losses during the 
last vear has accentuated the need 
for increased care and greater em- 
phasis on fire prevention practices 
by everyone. 


If every industry made every 
week Fire Prevention Week, they 
would have an effective tool to 
ultimately reduce the cost of fire 
insurance for themselves. 


I would like to use the term “Fire 
Prevention” in its broadest sense. 
Fire insurance costs can be lowered 
through the application of fire pre- 
vention in every phase of manage- 
ment. At the very outset fire pre- 
vention should be considered in 
planning for new construction. The 
New York Fire Insurance Rating 
Organization encourages confer- 
ences between architects, contrac- 
tors or the insurance representa- 
tives of their owner-clients and the 
staff at each of our Divisional 
offices. 


(More on page 45) 





help solve it. 


Detroit 





In Your Service 


Among the many functions of a competent insurance agency 
is the knowledge of insurance markets —- where to secure the 
broadest coverage in financially sound companies at minimum cost. 

We pride ourselves, as do insurance buyers, on our ability to 
keep informed of the ever-changing insurance source of supply. 


If you have a problem, we believe one of our specialists can 


BYRNES-—McCAFFREY, INC. 


Chicago 
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Cinemnati, 
Secretar H. A 


CHAPTER 


CENTRAL ILLINOIS CHAPTER 


DIRECTORY 


AMERICAN SOCIETY OF INSURANCE MANAGEMENT 


MARYLAND CHAPTER 


VUeetinas nd Vhursday each month. Bloomington, Hlinois. Dinner: 6:30 PLM VU eetina 3rd Thursday each month at 6:30 P.M. Sept.-June 
President R. Gehl Tucker, A. E. Staley Manufacturing Co., Decatur President—C F. Herting, Greenspring Dairy, Inc., Baltimore 
Vice Pres \. AL Baker, Funk Brothers Seed Company, Bloomington lice-Pres.—Jesse F. Little, Mercantile Safe Deposit & Trust Company, 
Secv.-Treas Robert Lesher Baltimore 
Funk Brothers Seed Co Secy.-Trea Dorothy Graft 
P.O. Box 911 L. Greif and Brother, Ine 


Bloomington, THinois 


CENTRAL MASSACHUSETTS CHAPTER 
Vectinas (to he 


Prestdent 


announced ) 


Prouty, The Norton Company, 


Richard Worcester, Mass 





101 Hlomeland Avenue. 


12, Maryland 


Jaltimore 


MINNESOTA CHAPTER 
P.M 


Veetings 4th Thursday of each month. Dinner, 6:30 


Freasurer Robert K. Griffith, Riley Stoker Corporation, Worcester, Mass President Woward Weber, Minnesota Mining & Manufacturing Co., St. Pau 
MECKOUM George M. Betterles lice-Pres Robert S. Johnsen, St. Paul Terminal Warehouse Co., St. Paul 
Re ‘go y — sates Secy.-Treas.—-William McCabe III 
\\ Prriit ail The McCabe Company 
a : 374 Grain Exchange 
Minneapolis 15, Minn 
CHICAGO CHAPTER 
SS ee oe tee: Se eee Dinner. MONTREAL INSURANCE BUYERS ASSOCIATION 
6:00 P 
President Casimir Z. Greenles International Minerals & Cher 1 Cornor VUectina trd Thursday f each month. Luncheon »-AN nonr 
tion, Chieag reside) J. G.. Ha N Electric Company, Limited, Montreal 
lice-Pre Richar I sla The Tribu: ( H. H. Cowan. Steinberg’s Limited. Montreal 
Treasurer G. J.B ( tinental Ill. Nat il st, Chicage é Trea Glen Buchanat The Shawinigan Water & Power Company, 


Secretary Ann Auerbach, Goldblatt Bros.. Ir 
333 South State St.. Chicago 4. 111 
CINCINNATI CHAPTER 
Wednesday each month, except July and August 


Veetinas —-\st 


1 10 Noon 





Luncheon 


of each month, except July and August: Luncheor 


‘ } ip 
President -S. Bo Adamson, | S. Printing & Lithograph Co.. Norwood, Oh 0PM 
j / , ~k , ? y , 1 
Vice Pres \o J. Haberer, Procter & Gamble Company, Cincinnati, Ohto Preside) H. Stanley Goodwin, McKesson & Robbins, New York 
. . le? , PP? . r eK hascn ICeS . 4 “ny 
Treasurer PO AK. Dykes, The Ohio River Company, Cincinnati, Ohio an a atid. I rank Hornby, Jr., Ebasco Services Inc., New y rk 
2nd Vice-Pres.-William J. Burkett, American Machine & Foundry Com 


{sst. Treas W._oHL. Hiller, The Philip ¢ 


rey 
Ohio 
Ne winat 


Andrew Jergens Company 
535 Spring Grove 
Cineinnati, Ohio 


DALLAS-FORT WORTH AREA CHAPTER 





Meetings- 3rd Thursday each month. Luncheor 2:00 Noor 
President -D. ©. Morris, Chance-Vought Aircratt, It Dallas. Tex 
Vice-Pres.—T. T. Redington, Jr... Dresser Industries, Inc.. Dallas. 
Treasurer —Miss Annetta Johnson, The Murray Company Tex 
Dallas, Texas 
Secretary —Harold Palmer, The Frito Con 
600 Cedar Springs, Dallas, Texas 
DELAWARE VALLEY CHAPTER 
Veetings 3rd Monday each month. Dinner. 6:30 P.M 
President--F. Walter Norcross, TI Budd Company. Philadelphia 
Vice-Pres Howard ©. Giles, I I. Dupont Nemours & Compa 
Wilmington, Delaw 


Treasure? 

Icst Vecy 
Philadelphia 
{sst. Treas ER. €.. Jones, Jr 
Secretary—-Charles R. Garton, 
1600 Pacific Avenu 


Atlantic City, N. J 


ose Corporation, 


David D. Day, American Vise 
ited Engineers & Const 


W I Higgens, U1 
Philadelphia Electric Company. Phi 
Atlantic City Electric ¢ 


INSURANCE BUYERS ASSOCIATION OF DETROIT 
Dinner, 6:00 P.M 


Meetings—3rd Wednesday each month 






Manufacturing Co., L 


Philadelphia 


ockwood, 


pany, Brooklyn, N 
Treasurer—J. M. Southwick, Ethyl Corporation, New York 
Robert B. Schellerup, Union Bag-Camp Paper ¢ 
233 Broadway 


New York, N. Y 


Secretary ompany 


NORTHERN CALIFORNIA CHAPTER 








Meeting 3rd Thursday of each month. Dinner. 6:00 P.M 
as Presiden ( Zellerbach Corporation, San Franets 
Texas Vice-Pre = ern Pacific Company, San Francises 
as. In Treasure) nk of California, San Francisco 

Secretary—-J. A. Crockwell. Pacific Gas & Electric Company 

»45 Market St., San Francisco, California 
OREGON CHAPTER 

Mect 1st Wednesday ot each month. Dinner, 6:00 P.M. 

Preside J. Dovle zs pman Wolfe & Company, Portland, Oregon 
nv, Inc lice-Pres.— I E. F The United States National Bank, Portland, 

Oreg 
Ser Treas Robert S. Horning, Mail-Well Envelope ( 


2151 
Oregon 


P.O. Box 
Portland, 
ladelphi 
SOUTHERN CALIFORNIA CHAPTER 
Meetings-- 3rd Wedne of each month. Dinner, 6:30 P.M 
President—Roy A. Balling, Northrop Aircraft, Inc., Hawthorne, California 
Vice-Pre William r, Carnation Company, Los Angeles, Calif 
Treasurer--M. J. Bowman. American Potash & Chemical Corporation, 








President WW. A. Johnston, Chrysler Corporation, Detroit ¢ Los a 
Vice Pres F. 1. Kiernan, Michigan Consolidated Gas Company, Detroit are 
Treasures N. H. Siegel, Detroit Steel Corporation, Detroit 
Secretary FE. D. Damon, 

Parke Davis & Company 

Joseph Campau at River 

Detroit Michigan VIRGINIA-CAROLINA CHAPTER 

VUeetings--4th Thursday each month except December (Check with Secretary 
HOUSTON AREA INSURANCE BUYERS ASSOCIATION for time and place) 

MMectinas nd Wednesdays each month. Lunci 1:30 a.M President-—A. Grant Whitney, Belk Stores, Inc.. Charlotte, N. C 
President— Jack T. Campbell, Tennessee Gas Transmission Company, Houstor1 Ist Tice Pres.—Stewart B. Foulke, Jr., Virginia Electric & Power Co 
Vice Pres.-C. L. Foley, Humble Oil & Refining Company, Houston Richmond, Va. 
Treasurer—Raymond O. Horn, Quintana Petroleum Corporation, Houston nd Vice Pres. —~B. W. L. Blanton, Larus & Brother Company, Inc., Rich 


William D 
Bank of the 
P.O. Box 2629 
Houston, 


Secretary Suhr, 


Southwest 
Texas 
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mond, Va 
Secy.-Treas Mrs. Lydia S. Hammond 
Miller & Rhoads, Inc 


Richmond, Virginia 











YOU NEVER WEAR ABOUT... 


The Plant that 
Doesn’t Catch Fire! 
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You can multiply by the thousands 
the losses that never happen to Boston Manufacturers’ 
policvholders. The blazes that don’t break out... the 
man-hours not lost in production . the machinery 


that is not shut down. 


These losses don’t occur because they are planned 
not to occur. In fact, industries insured by Boston 
Manufacturers come to expect strict adherence to prin- 


ciples of loss prevention. 


Corps of specialized engineers analyze hazards in 
the plants of our policyholders . . . make recommen- 
dations to safeguard these plants. That’s whv losses 
and insurance costs of Boston Manufacturers’ policy- 


holders are exceptionally low. 


We'll gladly send you more information. 


BOSTON MANUFACTURERS MUTUAL 


Insurance Company 


225 Wyman Street ° Waltham 54 ° Massachusetts 











Management's 
(From page 8) 


financed retirement plan. The oxW * 


istence of the Federal Social Secur- 
itv program is an obvious factor 
to be considered in a retirement 
proposal; the special provisions of 
federal and state income tax laws 
should be observed in determining 
how a plan should be financed. 
Present high rates of income taxes 
have made pension plans a very 
significant factor in employee 
thinking; this is particularly true 
of employees in the high surtax 
brackets. 

One reason for the phenomenal 
recent growth of pension and profit 
sharing plans has been the favored 
tax treatment to qualified plans 
since 1942. There may be occasions 
when a special situation will make 
a company decide not to qualify 
its plan, but they no doubt are 
rare. 

It, therefore, becomes imperative 
for the risk manager to inform 
himself on various sections of the 
Internal Revenue Code relating to 
pension, stock bonus or profit shar- 
ing plans. The employer and the 
employee must be protected tax- 
wise if the plan is to be success- 
fully operated. Various services pro- 
vide up-to-date rulings, decisions 
and discussions relating to all sub- 
jects involved. The task of keeping 
up with all that is new is a duty 
and regardless of the part an insur- 
ance buyer plays in the purchase 
or administration of employee pen- 
sions or benefit plans, he should 
have a basic working knowledge of 
the tax laws affecting his employer 
and himself as a working or retired 
employee. 

After the final details are worked 
out in developing a pension or 
profit sharing plan and before ac- 
tion is requested by the Board of 
Directors, the taxpayer should ob- 
tain Internal Revenue Service rul- 
ings and determinations as to the 
application of the federal income 
tax laws to the proposal. The In- 
ternal Revenue Code and Treasury 
Regulations do not require that an 
advance ruling be secured as to the 
qualification of pension, annuity, 
stock bonus or profit sharing plans 


(More on page 35) 


The National Insurance Buyer — November 1957 








Pa a 





Management's (1) General Rule: the rightful beneficiary or proper 


F . Gross income does not in- heir. For example, the language of 

(From page 34) clude amounts received an insured‘s contract frequently 
a ; (whether in a single sum reads as follows: 

Onc: Section-b, 401—404 inclusive, “s 


or otherwise) by the bene- 
ficiaries or the estate of an 
employee, if such amounts 
are paid by or on behalf 
of an employer and are 
paid by reason of the 
death of the emplovee. 


“5. It is a condition of the pay- 
ment of the benefits provided 
by this endorsement that upon 
acceptance of such payment 
the guest and any person hav- 
ing a loss of service claim and, 


as a condition precedent to obtain- 
ing the tax penefits pertaining to 
qualified plans. As a practical mat- 
ter, however, it is advisable to 
secure an advance ruling on quali- 
fication before putting a plan into 


effect. Because of the complexities in the event of the death of the 
of administering a plan and the (2) Special Rules for Para- guest, the person or persons 
legal and procedural restrictions graph (1): having a cause of action for the 
prevailing for amending a_ plan, (A) $5,000 limitation death, shall execute a full legal 
wise planning requires that before The aggregate amounts ex- release of all claims against the 
a plan is instituted it be submitted cludable under Paragraph Insured; and if the injured 
to the Treasury for a determination (1) with respect to the guest or any person claiming 
as to whether the provisions result death of any employee by, through or under such 
in maximum tax savings to both shall not exceed $5,000.” guest shall refuse to accept the 
the emplover and the employee. The insuring clause of an ad- benefits offered under the pro- 
A wide variety of plans are in use mitted seat liability contract cov- visions of this endorsement 
today and a discussion of any par- ering the lives of employees or within 30 days following such 
ticular one would be of little gen- — gyests on an industrial aid plane offer and to execute the neces- 
eral interest to this group. often contains language somewhat sary release, the Insurer will 

as follows: no longer be bound to pay such 


Aircraft Liabilit 
y benefits. The commencement 


of any claim, suit or,demand 
upon the Insured for damages 
on account of such bodily in- 
jury or death shall constitute 
a refusal to accept the benefits 
offered hereunder and the obli- 


“Regardless of legal liability, 
the insurer will offer to pay, 
at the request of the named 
insured, the benefits herein- 
after set forth with respect to 
bodily injury or death.” 


In the area of aircraft liability 
insurance, management’s consider- 
ation of the income tax position of 
an employee's beneficiary where 
the employee might lose his life 
in a company plane disaster defi- 


nitely affects the type of airplane When the named insured is the gations of the Insurer as ex- 
seat liability insurance purchased. employer, payments made at the pressed in the Policy, exclusive 

The section of the income tax request of the insured put the of any of the provisions of 
law applicable to exclusion of death beneficiary in a position of receiv- this endorsement. shall there- 
benefits provides, in part, as fol- ing payments subject to the $5,000 upon be available to the in- 
lows: limitation, as stated in Section sured.” 

“Section 101(b) — Employees’ 101(b). In addition, the company 

Death Benefits is under obligation to determine (More on page 42) 





Personal 


If your business demands the personal service of an efficient, experienced 





insurance brokerage house — may we suggest 


R. H. GORE Company 


Home Office: 209 So. LaSalle Street, Chicago 4, Illindis 
Telephone: CEntral 6-4400 
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Roster Of Member Companies 


AMERICAN SOCIETY OF INSURANCE MANAGEMENT, 


CENTRAL ILLINOIS 

Black & Company 

Caterpillar Tractor Company 

Central Illinois Light Company 
Commercial National Bank of Peoria 
Decatur Herald & Review 

Funk Brothers Seed Company 
Honeggers’ & Company, Inc. 

Illinois Power Company _ 

Illinois Wesleyan University 

S. D. Jarvis Company 

Keystone Steel & Wire Company 
LeTourneau-Westinghouse Company 
Mississippi Valley Structural Steel Co. 
Mueller Company 

Princess Peggy, Inc. 

J. IL.. Simmons Company, Inc. 

A. E. Staley Manufacturing Co. 

Steak & Shake 

Veatch Business Service 


CENTRAL MASSACHUSETTS 

American Optical Company 

Bay State Abrasive Products Co. 

Betterley Associates 

Brown & Sharpe Manufacturing Co. 

Greenfield Tap & Die Corporation 

Geometric Tool Company Division 
Greenfield Tap & Die Corporation 

Draper Corporation 

Fitchburg Paper Company 

The Heald Machine Company 

Massachusetts Life Assurance Co. 

Morgan Construction Co. 

Norton Company 

Package Machinery Company 

Riley Stoker Corp. 

Simonds Saw & Steel Co. 

State Mutual Life Assurance Co. of 
America 

The Vellumoid Company 

Worcester Telegram Publishing Co. 

Wyman-Gordon Company 


CHICAGO 

Aldens Inc. 

Allis-Chalmers Manufacturing Co. 
American Bakeries Company 
American Marietta Company 
Automatic Electric Company 
Bowman Dairy Company 
Brunswick-Balke-Collender Co. 
Bureau of Safety 

Butler Brothers 

A. M. Castle & Company 

The Celotex Corporation 
Central Fibre Products Company 
City Products Corporation 
Collins Radio Company 


Continental Ill. Nat’] Bank & Trust Co. 


of Chicago 
Container Corporation of America 
Crane Company 
Cuneo Press, Inc. 
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Curtiss Candy Co. 

Encyclopedia Britannica, Inc. 

R. R. Donnelley & Sons Co. 

The Reuben H. Donnelley Corp. 

Fairbanks, Morse & Company 

Fansteel Metallurgical Corporation 

Lloyd A. Frey Roofing Company 

General American Transportation 
Company 

Goldblatt Bros., Inc. 

Edward Hines Lumber Company 

Inland Steel Company 


International Minerals & Chemical Corp. 


Jewel Tea Co., Inc. 

Joslyn Manufacturing & Supply 
Corporation 

Kawneer Company 

Link-Belt Company 

Liquid Carbonic Corp. 

Magnaflux Corporation 

Marshall Field & Company 

Material Service Corporation 

The Meyercord Co. 

Montgomery Ward & Company 

Motorola, Inc. 

National Standard Company 

National Tea Company 

Natural Gas Pipeline of America 

Northwestern University 

Pabst Brewing Company 

The Peoples Gas Light & Coke Co. 

The Pullman Company 

Pullman Standard Car 
Manufacturing Co. 

Pure Oil Company 

Quaker Oats Company 

Simoniz Company 

A. O. Smith Corporation 

Spiegel, Inc. 

Standard Oil Co. (Indiana) 

Charles A. Stevens & Company 

Stewart-Warner Corporation 

The Tribune Company 

United Air Lines, Inc. 

United States Gypsum Company 

Victor Chemical Works 

Walgreen Drug Stores 

Warwick Manufacturing Company 

The Willett Company 

Wisconsin Electric Power Co. 

Wisconsin Public Service Corporation 


CINCINNATI 

Acme-Newport Steel Company 
American Laundry Machinery Co. 
Armco Steel Corporation 

Bardes Corporation 

Bavarian Brewing Co., Inc. 
Burger Brewing Company 

The Philip Carey Mfg. Co. 

The Cincinnati Enquirer 
Cincinnati Gas & Electric Co. 


Cincinnati & Suburban Bell Telephone 
Co. 
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The Drackett Company 

The Duriron Company, Inc. 

The Eagle-Picher Company 

Emery Industries, Inc. 

Federated Department Stores, Inc. 

The Fifth Third Union Trust Company 

The Gardner Board & Carton Co. 

The Girdler Company 

The Globe Wernicke Company 

Robert Gould Company 

The Hamilton Foundry & Machine Co. 

The Andrew Jergens Company 

The E. Kahn’s Sons Company 

The Kroger Company 

The Metal Specialty Company 

The H. H. Meyer Packing Cotnpany 

The Mosler Safe Company 

The Nivison Weiskopf Company 

The Ohio River Company 

The Procter & Gamble Company 

The Provident Savings Bank & Trust Co 

Queen City Chevrolet Company 

The Richardson-Taylor Globe Corp. 

Shepard Warner Elevator Company 

The Sorg Paper Co. 

Toms River-Cincinnati Chemical Corp. 

Trailmobile Ince. 

United States Shoe Corporation | 

The U.S. Printing & Lithograph Co. ( 

The George Wiedemann Brewing Co. | 

The Western and Southern Life | 
Insurance Co, 


DALLAS-FT. WORTH 
American Liberty Oil Co. 
Bell Helicopter Corporation I 
The British-American Oil Producing ] 

Company I 
Campbell Taggart Associated Bakeries, I 

Inc. ( 
Chance Vought Aircraft, Inc. : 
Coca-Cola Bottling Company ¢ 
Collins Radio Co. (Texas Division) . 
Dallas Power & Light Co. , 
Dearborn Stove Company é 
Dresser Industries, Inc. I 
The Frito Company ‘ 
General American Oil Co. of Texas I 
Gifford-Hill & Co., Inc. I 
Intercontinental Mfg. Company, Inc. I 
Lone Star Gas Company N 
Lone Star Steel Company I 
Magnolia Petroleum Company : 
The Murray Company of Texas, Inc. D 
Olmsted-Kirk Company I 
Otis Engineering Corp. ): 
Dr. Pepper Company ¢ 
Southern Union Gas Company s 2 1 
Sun Oil Company 7 
Temco Aircraft Corporation 1 
Texas Automatic Sprinkler Corp. ; 
The Times Herald Printing Company \ 
Zenith Cleaners L 


=| 





DELAWARE VALLEY 


American Viscose Corp. 


Armstrong Cork Company 
Quen City Electric Company 


The Atlantic Refining Company 
Bestwall Gypsum Company 

The Budd Company 

Best Markets, Inc. 

Campbell Soup Company 

Catalytic Construction Company 
Certain-teed Products Corporation 

E. I. duPont de Nemours & Co., Inc. 
Fidelity Mutual Life Insurance Co. 
Food Fair Stores, Inc. 

Keasbey & Mattison Company 

Kaiser Metal Products, Inc. 

Mutual Rendering Company, Inc. 
Penn Fruit Company 

Penn Mutual Life Insurance Co. 
Pennsalt Chemicals Corporation 
Philadelphia Electric Company 

The Philadelphia Saving Fund Society 
Pioneer Chemical Works 

Publicker Industries 

Radio Corporation of America 

R. M. Hollingshead Corporation 

Scott Paper Company 

S.K.F. Industries, Inc. 

Smith, Kline & French Laboratories 
Sun Clethes, Inc. 

United Engineers & Constructors, Inc. 
The United Gas Improvement Company 


DETROIT 


Allen Industries, Inc. 

American Blower Corporation 

American Motors Corporation 

Argus Cameras, Inc., Division of 
Sylvania Electric Products, Inc. 

Full Dog Electric Products Company 

Burroughs Corporation 

Chrysler Corporation 

Darin & Armstrong, Inc. 

Davidson Brothers 

Detroit Gasket & Manufacturing 
Company 

Detroit Harvester Company 

The Detroit Edison Company 

Detroit Steel Corporation 

Ex-Cell-O Corporation 

Fenestra, Inc. 

Ford Motor Company 

Freuhauf Trailer Company 

Gar Wood Industries, Inc. 

The Gear Grinding Machine Company 

General Motors Corporation 

Goddard & Goddard Company 

The J. L. Hudson Company 

Hygrade Food Products Corporation 

The Jam Handy Organization, Inc. 

Kelsey-Hayes Wheel Company 

S. S. Kresge Company 

Lyon Incorporated 

McCord Corporation 

Michigan Bell Telephone Co. 

Michigan Consolidated Gas Company 

Michigan Wisconsin Pipe Line Co. 

Micromatic Hone Corporation 

The Murray Corporation of America 

National Bank of Detroit 

Parke Davis & Company 

Pfeiffer Brewing Company 

Square D Company 

The Udylite Corporation 

The Upjohn Company 

The Valeron Corporation 

Verners Ginger Ale, Inc. 

Woodall Industries, Inc. 

Wyandotte Chemicals Corporation 

L. A. Young Spring & Wire Corporation 


HOUSTON 

Ada Oil Company 

American Warehouses, Inc. 

Anderson Clayton & Company 

Bank of the Southwest 

Baroid Sales Division of National 
Lead Co 

Brown and Root, Inc. 

Cameron Iron Works, Inc. 

Commonwealth Oil Company 

Continental Oil Company 

Converted Rice, Inc. 

The Dow Chemical Co. 

Drilling & Exploration Co. Inc. 

Eastern States Petroleum Co. Inc. 

Halliburton Oil Well Cementing Co. 

Homco 

Jefferson Lake Sulphur Company 

Lane Wells Company 

Magnet Cove Barium Corporation 

McCarthy Oil & Gas Corporation 

Perforating Guns Atlas Corp. 

Petro-Tex Chemical Corporation 

Quintana Petroleum Corporation 

Reed Roller Bit Company 

River Oaks Corporation 

Schlumberger Well Surveying Corp. 

Sheffield Steel Division of Armco Steel 
Corporation 

Stewart & Stevenson Services, Inc. 

Tennessee Gas Transmission Co. 

Texas Manufacturing Association 

Transcontinental Gas Pipe Line Corp. 

Trunkline Gas Company 

Tuboscope Company 

Union Oil & Gas Corporation of 
Louisiana 

Union Carbide Chemical Company 

J. Weingarten, Inc. 

Win Hawkins Drilling Company 


MARYLAND 

Army & Air Force Exchange Service 

The Arundel Corporation 

Baltimore Contractors, Inc. 

Cafritz Construction Co. 

City Baking Company 

W. T. Cowan, Inc. 

Crown Central Petroleum Corp. 

Crown Cork & Seal Company 

The Davison Chemical Corporation 

The E. H. Koester Baking Co 

Greenspring Dairy, Inc. 

L. Greif & Brother, Inc. 

Gunther Brewing Co., Inc. 

The Hecht Company 

Hutzler Brothers Co. 

Insurance Buyers’ Council 

Harry T. Campbell Sons Corp. 

Emerson Drug Company 

The Martin Company 

Maryland Shipbuilding & Drydock Co. 

McCormick & Co., Inc. 

Mercantile Safe Deposit & Trust Co 

Merchants Terminal Corp. 

The National Brewing Co. 

Office of Naval Material 
Department of the Navy 

Olin Mathieson Chemical Corp. 

Schmidt Baking Co., Inc. 


MINNESOTA 


Anderson Corporztion 

Cargill, Incorporated 

Coca-Cola Bottling Co. of Minnesota 
The Creamette Co. 

Curtis 1000, Inc. 

Economics Laboratory, Inc. 
Faribault Woolen Mill Company 
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Federal Cartridge Corporation 

First National Bank of Minneapolis 

First National Bank of St. Paul 

Fitger Brewing Company 

Fullerton Lumber Company 

Gamble-Skogmo, Inc. 

M. A. Gedney Company 

General Mills, Inc. 

Green Giant Company 

Theo. Hamm Brewing Company 

Geo. A. Hormel & Co. 

Industrial Aggregate Co. 

International Milling Company 

Landers-Norblom-Christenson Co 

Land O’Lakes Creameries, Inc. 

Maple Island, Inc. 

Mayo Clinic 

McCabe Company 

Maney Bros. Mill & Elevator Co. 

Minneapolis Brewing Company 

Minneapolis-Honeywell Regulator Co 

Minneapolis-Moline Company 

Minneapolis Star & Tribune Company 

Minnesota Mining & Manufacturing Co 

Minnesota & Ontario Paper Co. 

Munsingwear, Inc. 

Nash-Finch Company 

The B. F. Nelson Mfg. Co. 

Northern Ordnance Inc. 

Northern States Power Company 

Northrup-King & Company 

Northwest Airlines, Inc. 

W.S. Nott Company 

Owatonna Canning Company 

Owatonna Tool Co. 

M. F. Patterson Dental Supply Co. of 
Minnesota 

F. H. Peavey & Company 

Pillsbury Mills, Inc. 

Queen Stove Works, Inc. 

Rayette, Inc. 

Red Owl Stores, Inc. 

Rochester Dairy Cooperative 

St. Paul Terminal Warehouse Co. 

Scott-Atwater Mfg. Company 

J. L. Shiely Company 

Super Valu Stores, Inc. 

Toro Manufacturing Company 

Waldorf Paper Products Company 

Western Oil and Fuel Company 

V/inston Bros. Company 

Wood Conversion Company 


MONTREAL 


Aluminum Company of Canada, Ltd. 

Associated Textiles of Canada Limited 

Atlas Asbestos Company Limited 

The Bell Telephone Co. of Canada 

The Bristol Aeroplane Co. of Canada 
(1956) Limited 

Canadian Celanese Ltd. 

Canadian Industries Limited 

Canadian International Paper 
Corporation Ltd. 

Canadian Marconi Company 

Canadian Pratt & Whitney Aircraft 
Company, Ltd. 

Consolidated Paper Corporation Limited 

Dominion Bridge Company Limited 

Dominion Engineering Works Limited 

Dominion Glass Company Limited 

Dominion Textile Company Limited 

Du Pont Co. of Canada (1956) Ltd. 

The Foundation Co. of Canada Limited 

Imperial Tobacco Co. of Canada Limited 

Northern Electric Company, Limited 

Rolls-Royce of Canada, Limited 

The Shawinigan Water and Power 
Company 

Steinberg’s Limited 
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NEW YORK 


ACF Industries, Inc. 

Allied Stores Corporation 

Amerace Corporation 

American Airlines 

American Brake Shoe Company 

American Broadcasting-Paramount 
Theatres, Inc. 

American Bank Note Co. 

American Can Company 

American Chicle Company 

American Cyanamid Company 

American District Telegraph Co., Inc. 

American Gas & Electric Service Co. 

American Home Products Corp. 

American Machine & Foundry Co. 

American Management Association 

American Metal Company, Ltd. 

American News Co., Inc. > 

The American Oil Company 

Anaconda Company 

Anaconda Wire & Cable Company 

Arabian American Oil Company 

Associated Dry Goods Corp. 

The Babcock & Wilcox Company 

Belk Stores 

Bell Telephone Laboratories 

The Best Foods, Inc. 

Bigelow-Sanford Carpet Co., Inc. 

Blades & Macaulay 

Sidney Blumenthal & Co., Inc. 

The Borden Company 

Bristol Myers Company 

Burlington Industries, Inc 

The California Oil Company 

Canada Dry Ginger Ale Co. 

John J. Casale, Inc. 

Celanese Corporation of America 

‘The Chase Manhattan Bank 

Cities Service Petroleum, Inc. 

Chilean Nitrate Sales Corporation 

Climax Molybdenum Company 

Coastal Oil Company 

Coats & Clark’s Sales Corporation 

The Coco-Cola Export Corporation 

Colgate-Palmolive-Peet Company 

Columbian Carbon Company 

Ccembustion Engineering, Inc. 

Commercial Solvents Corporation . 

Commonwealth Services, Inc. 

Congoleum-Nairn, Inc. 

Consolidated Cigar Corp. 

Continental Baking Company 

Continental Can Company, Inc. 

Continental Grain Company 

Corporate Advisors, Inc. 

Curtiss-Wright Corporation 

Daystrom, Inc. 

Diesel Vessel Operators, Inc. 

Dugan Brothers, Inc. 

The Dime Savings Bank of Brooklyn 

Dow, Jones & Co., Inc. 

Fbasco Services Incorporated 


Esso Research and Engineering Company 


Thomas A. Edison, Inc. 
El Paso Natural Gas Company 
Electrolux Corporation 
Esso Standard Oil Company 
Ethyl Corporation 
Federal Paper Board Co., Inc. 
The First National City Bank of 
New York 
The Firth Carpet Comnpany 
The Flintkote Company, Inc. 
Foster-Wheeler Corp 
Robert Gair Co.. Inc.—Division 
of Continental Can Company, Inc. 
Geigy Chemical Corporation 
General Aniline & Film Corporation 
General Baking Company 
General Electric Company 
General Foods Corp. 
Gibbs & Hill, Inc. . 
W. R. Grace & Ccrmpany 
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Great Lakes Carbon Corporation 

Guaranty Trust Company 

S. Gumpert Co., Inc. 

M. & M.’s Candies, A Division of 
Food Manutacturers, Inc. 

Hess, Inc. 

Hewitt-Robins, Inc. 

Hudson Pulp & Paper Corp. 

Imperial Paper & Color Corp. 

International Business Machines Corp. 

Interchemical Corp. 

Johns-Manville Corp. 

Johnson & Johnson 

A. & M. Karagheusian, Inc. 

Kearfott Company, Inc. 

Kennecott Copper Corporation 

Knickerbocker Construction Co. 

H. Kohnstamm & Co.. Inc. 

Lerner Stores Corp. 

Lever Brothers Co. 

Liggett & Myers Tobacco Co. 

Lily-Tulip Cup Corp. 

Luckenbach Steamship Company, Inc. 


Thomas J. Lipton, Inc. 


R. H. Macy & Co., Inc. 
McKesson & Robbins, Incorporated 
Manufacturers Trust Co. 
Merritt-Chapman & Scott Corp 
Metal & Thermit Corp. 

Philip Morris Incorporated 

Muzak Corporation 

National Biscuit Company 

National Broadcasting Company, Inc. 


National Distillers and Chemical Corp. 


National Starch Products, Inc. 

The Nestle Company 

J. J. Newberry Company 

New York Herald-Tribune 

Olin Mathieson Chemical Corporation 
Otis Elevator Company 
Owens-Illinois Glass Company 
Pan American World Airways, Inc. 
Panaminas Incorporated 

S. B. Penick & Co. 

Chas. Pfizer & Co., Inc. 
Pitney-Bowes, Inc. 

The Port of New York Authority 
Refined Syrups & Sugars, Inc. 
Reliance Manufacturing Company 
Republic Aviation Corporation 
Research Cottrell, Inc. 

Riegel Paper Corp. 
Seagram-Distillers Corp. 

Shein’s Express 

Shell Oil Company 

Sperry Rand Corporation 

Sperry Gyroscope Co. 

Standard Oil Company (New Jersey) 
J. P. Stevens & Co., Inc. 

Sunshine Biscuits, Inc. 

Sylvania Electric Products, Inc. 
The Texas Company 

Tide Water Associated Oil Co. 
Union Bag-Camp Paper Corporation 
Union Carbide Corporation 

United Aircraft Corp. 

United Hospital Fund of New York 


United Merchants & Manufacturers, Inc. 


United Parcel Service 

U. S. Industries, Inc. 

United States Plywood Corporation 
United Whelan Corporation 
Universal Pictures Co., Inc. 

Vick Chemical Company 

West Disinfecting Company 
Western Electric Company 

West Virginia Pulp & Paper Company 
Witco Chemical Company 
Worthington Corporation 
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NORTHERN CALIFORNIA 
American Trust Company 
Guy F. Atkinson Company 
Avoset Company 

Bank ot America NT & SA 
Bank of California, N.A. 
Bechtel Corporation 


California & Hawaiian Sugar Retining 


Corp. Ltd. 

California Packing Corporation 

California Self-Insurers Association 

California State Dental Association 

Coast Service Company 

The Crocker-Anglo National Bank 

Crown Zellerbach Corp. 

Cutter Laboratories 

Department of Finance — State of 
California 

The Robert Dollar Company 

The Emporium Capwell Company 

Fibreboard Products, Inc. 

The First Western Bank & Trust 
Company 

Foremost Dairies, Inc. 

Honolulu Oil Corporation 

Kaiser Companies 

Kern County Land Co. 

Lando Products, Inc. 

Lenkurt Electric Company, Inc. 

Leslie Salt Company 

Long Stores 

Matson Navigation Company 

Mund, McLaurin & Company 

Paciiic Gas & Electric Company 

Pacific Guano Co. 

The Pacitic Teiephone & Telegraph 
Company 

Pacitic Transport Lines, Ine. 

Port of Oakland 

Rheem Manufacturing Company 

Roos Bros., Ince. 

Rosenberg Bros. & Co., Inc. 

Rudiger-Lang Company 

Safeway Stores, Inc. 

Sonora Products Company 

Southern Pacific Company 

Spreckels Sugar Company 

Standard Oil Company of California 

Swinerton & Walberg Company 

Tidewater Associated Oil Company 

Transocean Air Lines 

The Union Ice Company 

Union Lumber Company 

United Air Lines, Inc. 

University of California 

Utah Construction Company 

Wells Fargo Bank 

The Western Pacific Railroad Company 

Wilbur-Ellis Company 

OREGON 

The Bank of California, N.A. 

Blitz Weinhard Company 

Columbia River Packers Association, 
ine. 

Consolidated Freightways, Inc. 

The First National Bank of Portland 

HYster Company 

Industrial Air Products Co. 

Jantzen, Inc. 

Lipman Wolfe & Company 

Mail-Well Envelope Co. 

Fred Meyer, Inc. 

Oregon Pulp & Paper Coinpany 

Portland Gas & Coke Company 

The United States National Bank 

West Coast Lumbermen’s Association 

White Stag Manufacturing Co. 

Willamette Iron & Steel Company 

Zidell Machinery & Supply Co. 














SOUTHERN CALIFORNIA 
American Potash & Chemical Corp 
aker Oil Tools, Inc. 
elridge Oil Company 
California Bank 
Carnation Company 
Consolidated Rock Products Co. 
Consolidated Western Steel Division of 
U. S. Steel Corporation 
The Copley Press, Inc. 
Douglas Aircraft Company, Inc. 
Ehrhart & Associates, Inc. 
The Flintkote Company 
(Pioneer Division) 
The Fluor Corporation, Ltd. 
Forest Lawn Company 
The Garrett Corporation 
Garett & Company, Inc. 
Convair A Division of General 
Dynamics Corporation 
Gladding, McBean & Company 
Graham Brothers, Inc. 
Griffith Company 
Hammond Lumber Company 
The Alfred Hart Distilleries, Inc 
Hughes Aircraft Company 
Kaiser Steel Corporation 
Lockheed Aircraft Corp. 
North American Aviation, Inc 
Northrop Aircraft, Inc. 
The McCulloch Motors Corp. 
Marquardt Aircraft Co. 
The May Department Stores Co 
Metropolitan Water District of 
s Southern California 
Pacific Airmotive Corporation 
United States Borax & Chemical Corp. 
The Ramo-Woolridge Corporation 
Richtield Oil Corporation 
San Gabriel Valley Water Co. 
Santa Fe Drilling Company 
Security-First National Bank of 
Los Angeles 
Southern California Edison Company 
Southern California Gas Co. 
Superior Oil Company 
Title Insurance and Trust Company 
Tureo Corporation 
Union Oil Company of California 
Von’s Grocery Company 


VIRGINIA-CAROLINA 

American Enka Corporation 

Farmers Cooperative Exchanges, Inc. 
Larus & Brother Company, Inc. 
David M. Lea & Co., Ine. 

Miller & Rhoads, Inc. 

National Fruit Product Company, Ince. 
Noland Company, Inc. 

Overnite Transportation Company 
RF & P Railroad Company 

Reynolds Metals Company 
Smith-Douglass Company 

Southern States Cooperative 

Union Bag-Camp Paper Company 
Virginia-Carolina Chemical Corp. 
Virginia Electric & Power Company 


NON-CHAPTER MEMBERS 


Alabama 
The Ingalls Iron Works Company, Inc 
Stockham Valves & Fittings, Inc. 


Arizona 
Hughes Aircraft Company 


Arkansas 
She Crossett Company 


Colorado 
Colorado Fuel & Iron Corp. 


Connecticut 

Connecticut Light & Power Co. 

The Kaman Aircraft Corporation 
The United States Time Corporation 
Whitney Chain Company 


Delaware 
Diamond Ice & Coal Company 


Florida 
Florida Power & Light Company 
Ryder System, Inc. 


Georgia 

The Coca Cola Company 

Kinnett Dairies 

West Point Manufacturing Company 


Illinois 

Granite City Steel Company 
Moorman Manufacturing Company 
Sundstrand Machine Tool Company 


Indiana 
Insurance Audit & Inspection Co. 


Iowa 
The Rath Packing Company 


Kansas 
The Carey Salt Company 


Kentucky 
The Mengel Company 


Louisiana 
The California Company 


United Gas Corporation 


Maine 
Central Maine Power Company 


Massachusetts 


Eastern States Farmers’ Exchange. Inc. 


Godfrey L. Cabot, Inc. 
Howard D. Johnson Company 


Michigan 

Hiram Walker & Sons, Inc. 
Gerber’s Baby Foods 

The Dow Chemical Company 


Missouri 

Gaylord Container Corporation 
Division of Crown Zellerbach Corp. 

Panhandle Eastern Pipe Line Co. 

Laclede Steel Company 

Monsanto Chemical Company 

Standard Milling Company 

The Seven-Up Company 

Union Electric Company ot Missouri 
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New York 


Columbus McKinnon Chain Corp. 

Cooperative Grange League Federation 
Exchange, Inc. 

Corning Glass Works 

Harold J. O’Neil 

Mohasco Industries, Inc. 

New York State Electric & Gas Corp 

Rochester Gas & Electric Corp. 

Twin Coach Company 

Will & Baumer Candle Company 

Ohio 

Diamond Alkali Company 

E. I. Evans & Company 

Firestone Tire & Rubber Company 

Hupp Corporation 

Ormet Corporation 

The American Crayon Company 

The General Tire & Rubber Company 

The Hoover Company 

The Ohio Company 

The Parker Appliance Company 

The Youngstown Sheet & Tube 
Company 


Oklahoma 
Oklahoma Gas & Electric Company 


Pennsylvania 

Aluminum Company of America 

Aircraft-Marine Products, Inc. 

Blaw-Knox Company 

G. C. Murphy Company 

Dravo Corporation 

Eastern Gas & Fuel Associates 

Fort Pitt Bridge Works 

Mathiasen’s Tanker Industries, Inc. 

National Supply Company 

National-U.S. Radiator Corp. 

Neville Chemical Company 

Pennsylvania Transformer Division - 
McGraw-Edison Company 

Pittsburgh Coke & Chemical Company 

Pittsburgh Consolidation Coal Company 

Pittsburgh & West Virginia Railway Co 

Rockwell Manufacturing Co. 

Titan Metal Manufacturing Co. 

Westinghouse Electric Corporation 

West Penn Power Company 


Rhode Island 

Gorham Manufacturing Company 
Grinnell Corporation 
Hammel-Dahl Company 
Wanskuck Company 

Tennessee 

Hardwick Stove Company 


Texas 
The Western Company 


Vermont 

Central Vermont Public Service Corp. 
The National Life Insurance Company 
Washington 

Boeing Airplane Company 

Pacific American Fisheries, Inc. 
Weyerhaeuser Timber Company 
West Virginia 

Pennsylvania Glass Sand Corp. 


Wisconsin 

A. Geo. Schulz Company 

Chain Belt Company 

Fred Rueping Leather Company 
Harnischfeger Corporation 

The Kurth Malting Co. 
Nordberg Manufacturing Co. 


ALASKA 
Chugach Electric Association, Inc. 


CANADA 
British Columbia Electric Co. Ltd. 
Legrade Inc. 
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CANDID VIEWS FROM MARS” 


President of Continental 
Casualty Company to Address 


ASIM Annual Meeting 


J. Milburn Smith, president of 
the Continental Casualty Company 
will address the members and 
guests of the American Society of 
Insurance Management; Inc. at the 
sixth annual meeting in Chicago on 
November 12, 1957. His subject is 
“Candid Views from Mars.” 

Mr. Smith’s success in the field 
of insurance has something of a 
meteoric quality—He entered the 
accident and health underwriting 
department of Continental Casu- 
alty Company while still in high 
school in 1925. In less than four 
years, he became chief under- 
writer in the company’s non-can- 
cellable accident and sickness de- 
partment. At 21, he was sent to 


Cincinnati to manager an agency 
that was in bad shape. After re- 
organizing the agency so that it 
showed a profit, he returned to the 
home office in Chicago and was 
made superintendent of agents in 
the accident and health division. 

The division began to boom and 
on April 4, 1956, Mr. Smith was 
made president of Continental 
Casualty Company. 

He is a brilliant speaker and be- 
lieves that “people are more im- 
portant than things. Be an indi- 
vidual—not part of the mob. Faith 
in an idea combined with time, plus 
opportunity, plus work, brings an 
idea into reality.” 





Minnesota Chapter Announces 
Program For 1957-1958 


November, 1957 
Panel on Secord Injury Fund Law 
The new Minnesota Second In- 
jury Fund Law is acclaimed na- 
tionally as being a big step forward 
in the problem of employment of 
handicapped workers. What prob- 
lems does it create for Minnesota 
employers? 
January, 1958 
Brokers and Agents Open Meeting 
Members are invited to bring 
their agents and brokers as guests 
to this open fellowship meeting. 


February, 1958 

Loss Prevention & Safety 

How important is loss prevention 
and safety to the insured? How 
effective can it be in reducing in- 
surance costs? What effective mea- 
sures are available? 

March, 1958 

Noise In Industry 

What is an employer’s potential 
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liability for claims? What has been 
done to control this liability? 


April, 1958 

Federal Legislation— 
Atomic Energy & Flood 

Does federal legislation in these 
fields represent an invasion of the 
private insurance industry or is 
this the case where private indus- 
try is powerless and must be sup- 
plemented by governmental help? 
What has been done in these legis- 
lative fields? 


May, 1958 
Employee Benefits & 
Annual Meeting 
Employee benefits are a part of 
your insurance dollar whether con- 
trolled or uncontrolled. You should 
be aware of current developments. 


June, 1958 
Golf Party 
No finer entertainment available. 


New Members of ASIM 


Central Massachusetts Chapter a 
Geometric Tool Co. Division of 
Greenfield Tap & Die Corporation 


Greenfield Tap and Die Corporation 


Houston Area Insurance Buyers 
Association 

Brown and Root, Inc. 

Magnet Cove Barium Corporation 

River Oaks Corporation 

Texas Manufacturing Association 


Union Oil & Gas Corporation of 
Louisiana 


Union Carbide Chemical Company 


New York Chapter 


Dugan Brothers, Inc. 
Esso Research and Engineering Company 


Luckenbach Steamship Company, Inc. 


Non-Chapters 


The Ohio Company, Ohio 


Ormet Corporation, Ohio a 





Robert E. Coughlin 
Addresses Meeting of 
Maryland Chapter, ASIM 


The Maryland Chapter of the 
American Society of Insurance 
Management, Inc. held its first 
regular monthly dinner meeting 
for the 1957-1958 season on Sept. 
19, at the Hotel Stafford, Baltimore. 


Robert E. Coughlan Jr., was the 
guest speaker and his topic was 
“The Role of the Insurance Man- 
ager in Preparing Compensation 
Cases For Trial.” 

Mr. Coughlan, a native Balti- 
morean, is a partner of the firm of 
Lord, Whip & Coughlan and is a 
prominent trial attorney of civil, 
compensation and admiralty cases.@ 
He is the author of ‘“Workmen’s 
Compensation Cases,” the only 
composite reference book of its 
kind in Maryland. 
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Shock 
(From page 24) 


when the matter of earthquake po- 
tentials are considered. 

One hard fact that 35 years of 
underwriting experience has im- 
pressed upon me is that the really 
serious losses from any cause oc- 
curred because of some unusual, 
unexpected or unlikely circum- 
stance or combination of circum- 
stances. Before the occurrence such 
a possibility would have seemed 
almost absurd, but because it is 
unusual its effects are also unusual. 
So it is with earthquake, whether 
it seems likely or unlikely, it is 
possible and being possible it rep- 
resents a risk to be measured and 
calculated. 


What steps should you take to 
fulfill your specific responsibilities 
insofar as the earthquake hazard 
and your properties are concerned. 
The answers will vary according 
to vour specific problems, but in 
general I would summarize my 
recommendations as follows: 

1. Review your properties in the 
light of the previous remarks. 

2. Consider your particular con- 
structions, processes, exposures and 
diversity of locations. 

3. Determine in the light of both 
probability and possibility your 
maximum loss potential and 
whether this would have a serious 
effect upon your company’s opera- 
tions and results. Remember, re- 
covery from earthquake damage 
may take much longer than from 
ordinary fire, as you may be only 
one element in a community catas- 
trophe with shortages of materials, 
workmen and transportation. 

4. Put your conclusions in writ- 
ing with preferably two or more 
alternative recommendations to 
your proper company authorities. 
These should consider insurance, 
reserve funding, steps to increase 
protection and reduce loss poten- 
tials as recommended by your engi- 
neers. 

With this study completed and 
your conclusions submitted to your 
company you will have done all 
you can to be certain you and your 
company can stand a shock. 





Continental's Substandard Accident and Health 
and Hospitalization Division has accepted more than 
97% of applicants. This record is important to you. 
Applicants in the Substandard Division all have physical 
impairments or medical histories which would 
normally prevent their obtaining accident and health 
and hospitalization insurance. 
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This 97% figure means you have more sales. You can 
now secure coverage for your clients against loss 
caused by their substandard condition. A new market 
is created for you including many prospects who 
were previously uninsurable. 


Substandard can work for you in building prestige 
and new clients. Write today for your Substandard 
Sales Kits. 


Fred McCann, Superintendent of Agents, 
Substandard Division 


A 
‘ 
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CONTINENTAL CASUALTY COMPANY 


310 S. Michigan Avenue 


Home Office: Chicago, Illinois 
A Member of the Continental-National Group 


Continental Assurance Company « National Fire insurance Company of Hartford 
Transportation Insurance Company + Transcontinental Insurance Company 


aq! Vine 


97 - 1957 
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Insurance Aspects 
of Property Sale 
and Lease-Back 


from the CLIENTS’ SERVICE BULLETIN 
of The American Appraisal Company 


Although the sale and lease-back of prop- 
erties is not a recent innovation, more 
and more companies are recognizing its 
advantages. Many companies now lease, 
rather than own, part of tHeir fixed as- 
sets. Under many lease-back agreements, 
however, the lessee bears responsibility 
for maintenance and protection of the 
property. Usually, he pays the property 
taxes and carries insurance. 


Even where the sale is recent, the sale 
price may be a poor criterion on which to 
hase the insurance coverage. Such price 
may reflect the economic rather than 
physical aspects of value and may fail to 
segregate the price paid for the unin- 
sured items and land from the insured 
buildings and fixed equipment. 


It is well to remember that most fire 
and other casualty losses are partial 
losses and present the problem of repair- 
ing and replacing the damaged or de- 
stroyed portions of the property. The 
standard fire insurance policy stipulates 
that the basis for settlement is the actual 
cash value at the date of the fire. There is 
little support, therefore, in referring to 
an over-all negotiated sale price for the 
entire property as of some prior date. 


Furthermore, the insurance policy re- 
quires that in the event of loss the in- 
sured shall “furnish a complete inven- 
tory of the destroyed, damaged, and 
undamaged property, showing in detail 
quantities, costs, actual cash value, and 
amount of loss claimed.” The bill of sale 
rarely meets these requirements. To live 
up to his obligations under the leasehold 
agreement, the lessee will need the same 
property records as if he owned the prop- 
erty. He should have revised periodic 
statements of cost of reproduction less 
depreciation. The wise lessor will insist 
that the lessee maintain such a record. 





An American Appraisal is a detailed inventory 
showing the true value of every item. It is supported 
by evidence that compels acceptance...and by rec- 
ords that will be available whenever proof is needed. 
It represents valuation principles that command 
respect. It is based on The American Appraisal 
Company’s over-half-century leadership in the field 
of valuation for purposes of insurance, accounting, 
property control and corporate financing. 


Write us if you want to receive our Clients’ 
Service Bulletins which discuss valuation problems. 


the AMERICAN 
APPRAISAL 


Company 
SINCE 1896...LARGEST...MOST WIDELY USED 
Home Office: Milwaukee, Wisconsin 


Atlanta Cleveland New York 
Baltimore Dallas Philadelphia 
Boston Detroit Pittsburgh 
Buffalo Kansas City St. Louis 
Chicago Los Angeles San Francisco 
Cincinnati New Orleans Washington 


Affiltated: Canadian Appraisal Company, Ltd. 
Montreal and Toronto 


Management's 
(From page 35) 


Under such language the prob- 
lem of determining the rightful 
lien could be of substantial im- 
portance. 

The income tax burden to the 
beneficiary or the estate of the 
employee should be avoided if pos- 
sible. It is our belief that any steps 
that can be taken to protect the 
interests of the beneficiary to effect 
a tax-free basis should be taken. 

Our company felt that steps 
should be taken to secure coverage 
on an accident basis and to directly 
indemnify the employee or guest. 
Such insurance is available and for 
our part is purchased and accom- 
plishes the tax protection that we 
desire. In addition, considerable 
investigation and other expense 
may be avoided for both the com- 
pany and the employee's benefici- 
ary or estate. The company is not 
required to determine the legal 
beneficiary as the rider in the plane 
designates a beneficiary prior to 
acceptance of passage. Another ad- 
vantage is that an estate does not 
have to be established by the issu- 
ance of letters testamentary to 
accept the payments from the in- 
surance company. 

Frequently the insuring clause 
of the accident policy will read as 
follows: 

“The insurance company 
does hereby insure employees 
as described in Part IV (here- 
in called insured employees) ,” 
etc. 

The words “insured employees” 
as used in this policy mean “any 
officer, employee or guest of em- 
ployer or crew members in the 
employ of the employer.” 

In case of admitted or accident 
seat coverage on industrial aid 
planes either coverage would be 
considered primary. This would not 
generally be true of legal liability 
where the admitted seat coverage 
requires a release from the bene- 
ficiary. 

Our legal liability premiums 
were increased when we wrote seat 
coverage on an accident basis, as 
we could still be subject to suit 
by reason of any liability imposed 
by law for damages _ including 
death. We were willing to make 


these payments in order to com- 
pletely satisfy ourselves that we 
had taken all possible steps to proz 
tect the employee from having th 
proceeds of the insurance subject 
to high income tax rates. 

A recent ruling of interest to 
companies carrying insurance on 
employees traveling in aircraft is 
Revenue Ruling 57-54, relating to 
estate tax treatment of proceeds 
of insurance received as a result of 
death. 

The question submitted for a rul- 
ing was whether proceeds received 
by an executor were “receivable” 
under Section 2042 of the Code 
and hence includable in the estate 
of the deceased. The ruling held 
that proceeds from a policy having 
“admitted liability” coverage were 
not includable in the gross estate 
where payments to the beneficiary 
of the deceased were contingent 
upon release of all rights under 
wrongful death statutes, but that 
when payments were uncondition- 
ally due the beneficiary, without 
waiver of any kind, proceeds were 
includable in the estate of the 
deceased. 


Tax Exempt Benefits From 
Accident and Health Plans 


Sick and disability benefits un- 
der employer-financed accident and 
health plans are given special tax 
treatment under the 1954 Code. A 
uniform rule for exclusion from 
gross income of amounts received 
by employees under employer- 
financed accident and health plans 
is provided. Generally speaking, 
the rule is to the effect that 
amounts received by employees as 
reimbursement for medical care, 
payments for permanent injury or 
loss of bodily function and wages 
or payments in lieu of wages dur- 
ing a period of absence from work 
as a result of personal injuries or 
sickness under an_ employer- 
financed accident and health plan 
are excludable from grass income. 
In case of wages or payments in 
lieu of wages during a period of 
injury or illness accompanied by 
hospitalization or illness without 
hospitalization extending beyond 
seven days, the exclusion is limited 
to a maximum rate of $100 per 
week. The rule applies to benefits 

(More on page 44) 
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Factory Mutual Rates 
(From page 30) 


Credibility Factor 


The application of the formula to those classes in 
which there is a small amount of business will pro- 
duce results which cannot be considered credible. 
Based upon the assumption that $1,000,000,000 insur- 
ance in force for a minimum 5-year experience period, 
or $200,000,000 annual insurance in force, would rep- 
recent 100‘. credibility, a table of credibility factors 
to be applied to the formula has been established. 


Average Annual 
Insurance in Force 


Credibility 





(In Millions) Factor 
$200 1.0 
180 - 200 0.9 
160 - 180 0.8 
140 - 160 0.7 
120 - 140 0.6 
100 - 120 0.5 
80 - 100 0.4 
60- 8 0.3 
40 - 60 0.2 
Under 40 0.1 


The making of Property Insurance rates has not 
yet reached the point where a formula can be used 
to develop rates through mechanical application to 
appropriate statistical material. Judgment must still 
be exercised in making final recommendations for rate 
changes, even though it is greatly assisted by the facts 
of the experience as interpreted by the formula. This 
is partly true as long as there is a substantial time- 
lag between the end of the experience period and the 
day when the data is available in usable form. Since 
the formula was adopted in 1952, it has been used to 
support all rate changes made, but the amount of the 
change is often less than the formular indication. 


All of the Factory Mutual secrets are now out in 
the open! All they consist of is a logical and simple 
schedule of determining package insurance rates for 
high quality insurance risks; a statistical plan for 
developing the necessary data on losses and expenses 
to determine the correctness of the rates and a sound 
actuarial tormula for determining rate changes by 
occupancy class which gives proper weight to credi- 
bility, catastrophe losses, variations by class in losses 
and expenses and variations in general expense. It 
has behind it over 100 years of experience, and the 
new formula has been in use for over five years. It 
makes possible accurate adjustments in class rates as 
the premium deposit plan makes possible prompt 
adjustment in overall cost. 

(More on page 48) 
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Management's 
(From page 42) 


paid under non-funded as well as 
insured employer plans and_ to 
benefits paid out by employee asso- 
ciations. 


It is only recently that final regu- 
lations relating to Sections 104, 105 
and 106 inclusive of the 1954 Rev- 
enue Code have been issued. Sec- 
tion 104 covers benefits paid under 
Workmen’s Compensation plans 
and Section 105 covers ordinary 
employee wage continuation plans. 
Section 106 provides for the ex- 
clusion from gross income of the 
employee, contributions made by 
the employer under accident and 
health plans. 


When the first general rules were 
issued, we immediately took steps 
to determine wages received by 
employees under Section 105 (d) 
which were not part of an insured 
plan, but which were part of a self- 
operated company plan of long 
standing providing wage continua- 
tion in amounts depending upon 
length of service and other perti- 
nent factors. Our wage continua- 
tion plan available to employees 
injured on the job covered under 
Section 104 was also considered. 


When it became evident that the 
company benefit plan qualified un- 
der the rule, we determined that 
as long as our policy relating to 
benefits for the employee was car- 
ried out in meticulous manner we 
would proceed to do the same relat- 
ing to wages paid under Sections 
104 and 105. In order that the em- 
ployee would have immediate ad- 
vantage of the law, forms were 
developed and _ procedures _per- 
fected, making it possible for the 
Payroll Department to determine 
within the pay period the amount 
of wages not subject to withhold- 
ing and to proceed to give the 
emplovee such advantages within 
each of the payroll periods. At year 
end a formal statement is furnished 
employees which may be attached 
to their income tax returns, sub- 
stantiating the amount of wages 
shown on the W-2 forms which 
were received but were excludable 
from income tax. 
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We have found relatively few 
companies following this procedure. 
It is amazing to us how impressed 
personnel directors and certain 
categories of management become 
by a statement of a tax lawver that 
there is no requirement in the regu- 
lations making it mandatory for 
the employer to furnish such in- 
formation to the employee. Because 
of the lack of these mandatory 
words, most companies take the 
line of least resistance and do 
nothing about furnishing a state- 
ment to emplovees regarding non- 
withholding on wages subject to 
exclusion under either of the Sec- 
tions referred to. Should an em- 
ployee demand of his employer 
information on wages not subject 
to withholding, companies not 
keeping detailed current records 
would find it most difficult to pro- 
vide such information. However, 
the employer is under obligation 
to furnish such information to the 
Internal Revenue Service to sub- 
stantiate an emplovee’s claim if the 
Service should elect to challenge 
an individual’s return. 


Our Insurance Department keeps 
an accurate record of the time and 
date each employees enters and is 
discharged from a hospital. This 
information is essential in deter- 
mining whether the employee’s 
continuation wage will escape in- 
come tax the first day or begin- 
ning the 8th day. We have found 
no difficulty in handling details cur- 
rently with each payroll period and 
following procedure of not with- 
holding on wages exempt under the 
two Sections. 


Where employers maintain a 
contributory plan which  reim- 
burses employees for time lost, the 
amount of reimbursement pur- 
chased by the employee’s contribu- 
tion is not included in the exemp- 
tion under Section 105. The insur- 
ance company making payments 
is under no obligation to furnish 
the employee with the portion paid 
by the employee or the employer 
and does not make a 1099 return 
for that amount. It is our belief 
that risk managers maintaining 
contributory health benefit plans 
for employees have certain em- 
ployee relation obligations to the 
employee regarding non-taxable 





self-insured or 
not, which are received by an em- 
ployee and are not subject to “6 


benefits, whether 


under the Sections referred to. 


An additional item for consider- 
ation relates to a new ruling relat- 
ing to the exclusion from gross 
income of disability pension bene- 
fits under Section 105(d) of the 
Code. Subject to certain limita- 
tions, Section 105(d) excludes from 
gross income amounts received by 
an employee pursuant to the pro- 
visions of a wage continuation plan 
“if such amounts constitute wages 
or payments in lieu of wages for a 
period during which the employee 
is absent from work on account of 
personal injuries or sickness.” 


Section 1.105-4(a) of the Income 
Tax Regulations provides, in part, 
as follows: 


“(3) (i)... an empoyee is not 
absent from work if he is not 
expected to work because, for 
example, he has reached re- 
tirement age. If a plan provides 
that an employee, who is ab- 
sent from work on account of 
personal injury or sickness will 
receive a disability pension as 
long as he is disabled, Section 
105(d) relates to any payments 
which such an employee re- 
ceives under this plan before 
he reaches retirement age, but 
Section 105(d) does not apply 
to the payments which such 
an employee receives after he 
reaches retirement age.” 


The new ruling, Revenue Rule 
57-76(IRB 1957-9, 10), describes 
what is meant by the term “retire- 
ment age” and this meaning is 
illustrated by five examples. Re- 
tirement age is deemed to be (1) 
the lowest age specified in the 
employe pension or annuity plan 
at which the employee, had he not 
been disabled, would have had the 
right to retire without the consent 
of the employer and receive retire- 
ment benefits computed at the full 
rate set forth in the plan or (2) 
in the absence of an employee’s 
pension plan, the age at which it 
has been the practice of the em- 
ployer to terminate services of the 
class of employees, or (3) if neither 





@ @ 


(More on page 47) 


The National Insurance Buyer — November 1957 








Rating Schedules (Fire) 
(From page 32) 


Planning fire prevention well in 
advance of construction can mean 
the difference between the higher 
fire insurance rate predicated upon 
non-fire resistive construction and 
the lower rates resulting from utili- 

“.on of fire resistive materials, 

rough the use of rate schedules 
applying to fire resistive properties. 
Insurance Management should be 
especially wary of materials which 
may look or sound as though they 
are fire resistive but are not. Rely 
upon the impartial tests of Under- 
writers’ Laboratories, Inc. or if 
your insurance is placed through 
the Associated Factory Mutual 
Companies, in tests made at their 
testing facility. Yes, Insurance 
Management can reduce insurance 
costs through the effective plan- 
ning of new construction. Many 
new plant locations today are found 
in Suburban or even rural areas of 
the country. This poses another 
problem for Insurance Manage- 
ment. Insurance rates are geared 

to the level of the public protection 
available and although some build- 
ing sites outside of metropolitan 
areas are attractive because of 
lower land and tax costs or avail- 
ability of large plots, the absence of 
public fire defenses which usually 
result in higher insurance costs, 
should be considered. Here again 
the Insurance Manager can well 
serve the rest of his management 


team by timely counsel in the selec- 
tion of a plant site that is located 
within a community prepared to 
supply the necessary fire protec- 
tion. If you must located in unpro- 
tected territory, you can in many 
cases make the necessary recom- 
mendations to provide for private 
outside protection which may be 
recognized in some Rating jurisdic- 
tions as equivalent to municipal 
protection. Such a program re- 
quires ample water supplies, fire 
alarm, fire appliances and a trained 
brigade of plant personnel to make 
this private protection effective. 
The cost of the fire insurance is 
also directly related to the extent 
to which management has provided 
fire appliances. Generally, the rat- 
ing schedules provide liberal credits 
for standard supplies of first aid 
fire appliances. In the case of auto- 
matic fire alarm systems connected 
to a central station or standard 
watchman systems, the Insurance 
Manager should obtain tentative 
estimates of rates before such pro- 
grams are considered in terms of 
lowered insurance costs. The in- 
stallation of automatic sprinkler 
equipment is certainly within that 
latter category. However, as com- 
merce and industry move outside 
of the limits of municipal protec- 
tion and as individual property 
values grow in utility and dollar 
values automatic sprinkler protec- 
tion has been called upon more 
frequently to serve in the dual role 
of a means toward lower insurance 
costs and to protect business against 


the consequential perils of fire. 
However, before embarking on any 
program involving the expenditure 
of money to provide any of these 
various forms of private protection 
or to erect new plant facilities, it 
is strongly recommended that the 
Insurance Management consult 
with the Rating Bureaus or the 
Insurance Carriers to determine 
the tentative rates based upon the 
program contemplated. 


The various possibilities of re- 
duction in cost of fire insurance 
that we’ve discussed so far have 
been of the types that may be 
initiated by the owners of the prop- 
erty. The cost of fire insurance has 
gone down steadily over the years, 
and in large part it was the result 
of the efforts of insurance manage- 
ment, by improvements in con- 
struction, by elimination of occu- 
pancy hazards and by the provision 
of public and private protection, 
through analysis of fire insurance 
rating schedules. But at the same 
time the insurance industry itself 
has played a part in keeping the 
cost of fire insurance down. The 
New York Fire Insurance Rating 
Organization and all of the other 
Rating Bureaus maintain depart- 
ments charged with responsibility 
for the inspection of municipal pro- 
tection. During 1956 there were 43 
complete inspections of protected 
communities in New York State 
including 12 communities with im- 


(Fore on page 46) 
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Rating Schedules (Fire) 
(From page 46) 


proved fire defenses, previously 
classed as unprotected. Newly es- 
tablished fire districts and water 
systems and extensions to existing 
fire protection facilities required 
197 changes in the community clas- 
sification publications. As part of 
those improvements, 34 new fire 
departments were recognized. Re- 
placement of fire fighting appara- 
tus, an important factor in main- 
tenance of fire defenses, continued 
at a record pace. The Municipal 
Protection Department recorded 
115 new pumpers which were de- 
livered to New York State com- 
munities outside of New York City 
during 1956. Three-hour tests of 
pumpers were witnessed by our 
personnel in 37 of these communi- 
ties. The reinspection of protected 
and Class C or part protected com- 
munities in many cases indicated 
a depreciation in fire defenses. Rec- 
ommendations for improvements 
were sent to those communities and 
revisits made at appropriate inter- 
vals to review the progress in com- 
pliance with our suggestions. This 
program called for 145 separate 
conferences with Municipal or 
other local government officials in 
New York State during 1956. These 
activities on the part of the Rating 
Bureaus have been partly respon- 
sible for the long term downward 
trend in rates affected by basic 
community gradings, a fundamen- 
tal in the fire insurance rating 
schedules. 


Another program of the insur- 
ance industry that has been re- 


sponsible for reduction of the cost 
of fire insurance may be described 
under the heading of “Engineering 
Services”. The Rating Bureaus and 
many of the Companies or groups 
of Companies provide reinspection 
services to qualified properties. 
Recommendations as a result of in- 
spections made by trained fire pro- 
tection engineers are promptly pre- 
sented to the property owner. This 
procedure tends to avoid increases 
in fire insurance costs and in some 
cases to reduce rates by the com- 
pliance with recommendations that 
bear upon factors already taken 
into account in the rating schedule. 
Insurance carriers or Rating Bu- 
reaus are prepared to supply rec- 
ommendations of this latter type 
for the reduction of fire insurance 
costs for the majority of those 
properties which are the concern 
of insurance managers. 

Reinspection in many cases re- 
sults in lowered fire insurance costs 
by a reapplication of the rating 
schedule without formal request by 
the insurance manager. Whenever 
there is an improvement in the fire 
risk affecting a rating factor, then 
an aftermath to the reinspection 
is the reapplication of the schedule 
and promulgation of lowered insur- 
ance rates. 


Prompt compliance with recom- 
mendations made by the insurance 
carrier or the Rating Bureau is one 
indication of superior management. 
Some rating schedules provide for 
a credit item which is a measure 
of the management’s interest in 
fire protection and_ prevention. 
Such evaluation is made on a very 


broad base. In addition to the mat- 
ter of recommendation, considera- 
tion is given to the physical care 
of all fire appliances, and to testin 
programs instituted by manage- 
ment for the sprinkler equipment, 
water supplies, hydrant hose and 
auxiliary equipment, fire alarm de- 
vices, and all of the other fire appli- 
ances recognized in the rating of 
the property. Educational programs 
in fire prevention and in the use 
of appliances by Company person- 
nel is also important. Concise and 
positive identification of fire appli- 
ances and devices is another indi- 
cation of superior management. 
Unless fire alarms and other equip- 
ment are clearly marked so as to 
be quickly visible in time of emer- 
gency, then all of the care in terms 
of maintenance and education of 
the employees are fruitless. Elimi- 
nation of congestion inside and out- 
side of the property so as to make 
effective fire fighting possible by 
the public fire services is just fur- 
ther proof of the better managed 
property. 


In summary I would like to point 
out that the cost to your company 
for fire insurance is apt to be in- 
versely proportional to your knowl- 
edge concerning the factors which 
go into the rating of the property 
for which you are responsible. You 
must know what specific items are 
considered in the rating of your 
property. You must be able to de- 
termine the effect a schedule 
(1) nor (2) is applicable, age 65, 
the age generally specified under 
the Social Security program and 
the age one becomes eligible for 


(More on page 47) 
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Management's 
(From page 44) 


the retirement income credit pro- 
vided by Section 37 of the Code. 


Involuntary Conversion 


The proceeds recovered under 
fire and property damage insur- 
ance policies are generally non- 
taxable under Section 1033 of the 
Code which provides for non-rec- 
ognition of gain if property, as a 
result of destruction, is compul- 
sorily or involuntarily converted. 
However, to the extent that pro- 
ceeds are not used to replace the 
destroyed property, gain is recog- 
nized. Such gain would be ordinary 
income of the extent assets re- 
palced were held six month or less 
and would be treated as long term 
gain under Section 1231 to the ex- 
tent the replaced assets were held 
more than six months. Proposed 
regulation § 1.1033 (a)3 provides 
that the period permitted for re- 
placement of the asset involun- 
tarily converted shall commence 


or the date of destruction of the 


asset and end one year after the 
close of the first taxable year in 
which gain upon conversion is real- 
ized or at such later date as desig- 
nated pursuant to an application 
of the taxpayer. 


Business Interruption Coverages 


The last tax problem to be con- 
sidered is presented in connection 
with handling proceeds from insur- 
ance covering loss of use and occu- 
pancy and loss due to business 
interruption. Policies in this field 
are written either as “valued” 
policies, i.e., an agreed amount pay- 
able per day for loss of use of 
premises or shut down, or as “‘non- 
valued” policies. The non-valued 
policies, in general, provide for re- 
covery on the basis of the sales 
factor as that factor relates to time 
of loss of use or business interrup- 
tion. 


From the tax standpoint, the 
valued policy may be said to have 


’ two advantages. Under the valued 


policy, where recoveries have been 
used to replace plant, current court 
decisions have treated the proceeds 
as non-taxable under Section 1033 


of the Internal Revenue Code, 
which relates to involuntary con- 
versions incident to destroyed prop- 
erty. The case of Oppenheim’s, Inc. 
vs. Kavanaugh, in 90 Fed. Supp. 
107 (1950), discusses the general 
rule. If the proceeds from the in- 
surance recovery are reinvested in 
plant, the basis of the destroyed 
property is adjusted so that no 
income is realized. If the proceeds 
are not reinvested but are used to 
increase working capital, the courts 
have treated the transaction as a 
long-term capital gain under Sec- 
tion 1231 of the Code, if the insured 
asset was held for more than six 
months. Such treatment is more 
favorable than that accorded re- 
covery under a non-valued policy 
where all the proceeds of the set- 
tlement are treated as ordinary 
income. 


The proceeds of a per diem or 
valued policy would not be in- 
cluded in gross income to the ex- 
tent they were used 


(a) to finance the difference 
between a depreciated and 
replacement cost of a plant, 


to assist in replacement of 
plant for which full reim- 
bursement was not recov- 
erable under the co-insur- 
ance clause of a Fire and 
E. C. policy, 


(b 


— 


to replace plant where the 
loss exceeded the policy 
limits. 


~~ 
io) 
— 


In the case of replacement of 
assets forced by an involuntary 
conversion, although income would 
not be realized in the year of re- 
ceipt, future years would not have 
the benefit of depreciation charges 
which would normally accrue upon 
the purchase of new assets. 


Valued types may be desired be- 
cause of the inability or lack of 
initiative to determine the factors 
which are necessary to purchase 
business interruption insurance on 
a gross earnings basis. 


Modern business today is so com- 
petitive that few businesses can 
progress without adequate budget 
procedures. The information that 
can be taken from the modern 
budget of operations is simple to 
use for determining gross earnings 
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to be covered, and for established 
concerns the underwriter can usu- 
ally come up with a more favorable 
premium than will be developed 
for the valued type of coverage, 
which might outweight any tax 
advantages of a valued form. 


Rating Schedules (Fire) 
(From page 46) 


change would make upon the cost 
of vour fire insurance and compare 
this against the cost of such im- 
provement. Whenever new con- 
struction or new processes are be- 
ing considered by management, 
consultation with the insurance 
broker or agent, or the Rating Bu- 
reau is recommended, so that plans 
for such changes will result in the 
lowest possible fire insurance costs. 
Prompt compliance with recom- 
mendations made by the insurers 
will help to avoid increases in 
insurance costs and in many cases 
may provide a means of reducing 
rates. The support that your man- 
agement gives in the matter of 
local proposals for the mainten- 
ance of the fire defenses in the 
community in which the business 
is located is directly related to the 
level of fire insurance costs. And 
actuarially, rates are a function of 
fire losses. 

Are there possibilities of cost 
reduction through a knowledge of 
the fire insurance riting schedules? 
Emphatically “yes” but knowledge 
alone is not enough. Application 
of proven fire protection principles 
that are fundamental in the estab- 
lishment of rates is necessary to 
make the schedules work for you. 


John E. Campbell Honored 


John E. Campbell, a charter 
member of the Dallas-Fort Worth 
Chapter of the American Society 
of Insurance Management Inc. has 
been elected a director of The 
Dallas Times Herald and its radio 
and television properties. 

Mr. Campbell is auditor of the 
newspaper. He is very active in 
Dallas civic work, and a member 
of the Institute of Newspaper 
Comptrollers and Finance Officers. 
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Factory Mutual Rates 
(From page 43) 


Major Differences from Rating Procedure of 
Other Rating Organizations 

a) The rate is developed from a burning cost; — Le. 
cents in loss per $100 of insurance in each occu- 
pancy classification. All other schedules work from 
a comparatively inaccurate loss ratio — losses in- 
curred to premiums earned. 
This is a deposit schedule with the final cost to be 
determined when the losses and expenses on all 
business are known. As a result, it makes possible 
prompt adjustment to broad swings in loss experi- 
ence, such as those of the present. 
The rate made is for insurance against Fire and 
supplementary coverages as a package, and the 
experience is on the same basis. Therefore, experi- 
ence is more stable than when rates are made for 
Fire and Extended Coverage separately. The year 
1954 was a bad year for windstorm losses, but good 
regarding fire losses. In the year 1956 the reverse 
was true. 
The question of catastrophic loss has been care- 
fully considered, and a procedure has been set up 
for handling it on an orderly basis. The catastrophe 
loss is not charged against class experience, and 
the catastrophe loading is adjusted as experience 
requires. 
A single organization collects and files statistics 
and establishes rates — not two separate organi- 
zations. 
f) We use a national, not a state, experience. 
A credibility factor is in use on a systematic basis. 
Co-insurance is not a factor, since proper insurance 
to value is required of all risks insured. 


b 


— 


_ 


c 


d 


~~ 


Conclusion 
The Rating Plan of the Factory Mutuals has obvi- 


ously been developed in order to meet the very eee 


ized rating problems of these insurance companies 

These include: 

1. A group of risks under stringent loss control 
which can be expected to have small variations 
in lost cost in cents. 

2. The need for a rating plan which would permit 
variations for necessary differences in the cost 
of loss prevention service, which is such a large 
part of total cost. 

3. The premium deposit plan, under which each 
policyholder contributes to capacity as he con- 
tributes to loss exposure. 

4. The indivisible premium for a standard package 

of protection. 

5. The need for a national rating plan for risks 
whose variations are not on a state or regional 
basis, with proper provision for spread of catas- 
trophic loss. 

6. Above all, the need for a rating plan which will 
fairly spread loss and expense costs among all 
risks insured. 

The Factory Mutual Rating Plan was designed by 
a group of engineers and insurance men to meet a 
concrete set of specifications. Its successful operation 
over the years proves the soundness of the basic 
design. No other rating schedule used in Property 
Insurance approaches it in accuracy, for no other has 
the carefully developed basic data with reference to 
risks insured called for by the formula. 

It stands today unchallenged as the most accurate 
method of establishing Property Insurance cost for 
industrial policyholders. 
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The 
elephant 
that 


forgot! 


In Burma, an American construction 
company was building a bridge. And 
among the hired help was an ele- 
phant! 


His job was to haul mighty gir- 
ders to the river’s edge. 


But one day the absent-minded 
pachyderm forgot when to stop. 


He carried his burden onto the 
half-built bridge instead. And in one 
minute flat, 10,000 pounds of ele- 
phant sent the uncompleted bridge 
crashing into the water! 


This jumbo-sized catastrophe 
could have cost that American firm 
thousands of dollars. But every cent 
was recovered — through American 
insurance! 


This foreign risk was handled by 
a broker right here in the United 
States working through the facil- 
ities of American International Un- 
derwriters. 


AIU is equipped to handle all kinds 
of insurance overseas. Complete 
American coverage, in any country 
where American people or enter- 
prises go, can be arranged. AIU 
writes policies in familiar American 
terms, taking into consideration the 
laws, customs, and insurance pecu- 
liarities of any nation on the map. 

Claims are paid on the spot, any- 
where in the world, in any currency 
premiums are paid in — including 
U.S. dollars, if local law permits. 


A phone call from your regular 





agent or broker will place AIU’s 
nearly 40 vears of specialized ex- 
perience at vour service. Offices are 
listed below. 


ORL 
wr a 


} ree 


‘ 


Al 
AMERICAN 


INTERNATIONAL 
UNDERWRITERS 


Boston Chicago Dallas Denver Detroit 
Houston Los Angeles Miami New Orleans New York 
Portland San Francisco Seattle Tulsa Washington 
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HOW UNBIASED COUNSEL 
RESOLVED A PENSION 
BARGAINING ISSUE 


The company felt it couldwt atford an employee retirement program. But 
the union was iasistent. To bargain on an informed basis, the company 


retained Marsh & McLennan to make an impartial analysis. 


Our pension and actuarial specialists found that the company had been misled by 
unfamiliarity with modern pension developments. Applying professional knowledge 
and experience, our staff was able to set forth a choice of several different types of plan, 
each well within the company’s means. It was a welcome revelation to management. 
Later, the chosen plan was favorably received at the bargaining table, where Marsh & 
McLennan again provided impartial advice. A touchy employee relations problem 
was solved to the extraordinary satisfaction of all concerned. 

This simplified story relates but one application of Marsh & McLennan pension 
consulting service to business and industry nationwide. We operate as unbiased actu- 
arial consultants on a fee basis, bringing to your problem years of experience with all 
types of pension and profit sharing programs. There is no obligation in a preliminary 


discussion, and we will welcome your inquiry. 


Marsu & McLEnNNAN 


INCORPORATED 


Insurance Brokers 
CONSULTING ACTUARIES e AVERAGE ADJUSTERS 


Chicago New York — San Francisco Minneapolis Detroit’ Los Angeles — Boston 
Pittsburgh Seattle St. Louis Indianapolis $4. Paul Portland Buffalo 
Duluth f{tlanta Vew Orleans Tulsa Milwaukee Phoenix Cleveland 


Washington Montreal Toronto Vancouver Calgary Havana Caracas London 




















